86TH ConGrEss HOUSE OF REPRESENTATIVES REPorRT 
Ist Session No. 45 


PROVIDING FUNDS FOR THE EXPENSES OF THE STUDIES 
AND INVESTIGATIONS AUTHORIZED BY HOUSE RESO- 
LUTION 105 


FEBRUARY 24, 1959.—Ordered to be printed 


Mr. FriepeEt, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H., Res. 106] 


The Committee on House Administration, to whom was referred 
House Resolution 106, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 
Line 1, strike out ‘January 7” and insert “January 3”. 


O 
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861H CoNGRESS HOUSE OF REPRESENTATIVES | Report 
1st Session No. 46 





PROVIDING FOR EXPENSES OF CONDUCTING STUDIES 
AND INVESTIGATIONS AUTHORIZED BY HOUSE RESO- 
LUTION 113 


Fepruary 24, 1959.—Ordered to be printed 


Mr. Friepet, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 114] 


The Committee on House Administration, to whom was referred 
House Resolution 114, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 1, strike out ‘January 4” and insert ‘January 3”. 


O 


84008 








Report 


86TH CONGRESS HOUSE OF REPRESENTATIVES 
1st Session No. 47 











PROVIDING FUNDS FOR NECESSARY MISCELLANEOUS 
EXPENSES OF THE COMMITTEE ON THE DISTRICT OF 
COLUMBIA 


FEBRUARY 24, 1959.— Ordered to be printed 


Mr. FRIEDEL, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 143] 


‘The Committee on House Administration, to whom was referred 
House Resolution 143, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 


84008 








86TH CONGRESS HOUSE OF REPRESENTATIVES REporRT 
1st Session No. 48 





PROVIDING FUNDS FOR THE EXPENSES OF THE INVES- 
TIGATIONS AUTHORIZED BY HOUSE RESOLUTION 130 


Fesruary 24, 1959.—Ordered to be printed 


Mr. FriepEL, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 146] 
The Committee on House Administration, to whom was referred 


House Resolution 146, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


O 


pass, 





86TH CoNGRESS t HOUSE OF REPRESENTATIVES {| Report 
1st Session No. 49 





PROVIDING FOR THE EXPENSES INCURRED PURSUANT 
TO HOUSE RESOLUTION 147 


Fepruary 24, 1959.—Ordered to be printed 


Mr. FRIEDEL, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 148] 
The Committee on House Administration, to whom was referred 


House Resolution 148, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 


84008 












1st Session No. 50 


ee 


86TH CoNGRESS } HOUSE OF REPRESENTATIVES ! REPORT 


PROVIDING FOR THE PAYMENT OF EXPENSES OF THE 
SELECT COMMITTEE CREATED BY HOUSE RESOLUTION 
51 


Fepruary 24, 1959.—Ordered to be printed 


Mr. Friepet, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 160] 


The Committee on House Administration, to whom was referred 
House Resolution 160, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 
Line 3, strike out “$275,000” and insert “$260,000”. 


O 


84008 








86TH Concress }) HOUSE OF REPRESENTATIVES {! Report 
1st Session No. 51 


AUTHORIZING THE EMPLOYMENT OF ONE ADDITIONAL 
LABORER, OFFICE OF THE POSTMASTER OF THE HOUSE 
OF REPRESENTATIVES 


Fresrvuary 24, 1959.—Ordered to be printed 


Mr. Friepet, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 158] 


The Committee on House Administration, to whom was referred 
House Resolution 158, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

O 








86TH Conoress ) HOUSE OF REPRESENTATIVES ReEpPorRT 
1st Session No. 52 


AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF HOUSE 
DOCUMENT NO. 234, 84TH CONGRESS, ENTITLED “THE PRAYER 
ROOM IN THE UNITED STATES CAPITOL” 


Fesruary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany H. Con. Res. 64] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 64, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

Estimated cost of printing is approximately $1,615.68. 


O 








86TH CoNGRESS HOUSE OF REPRESENTATIVES REPoRT 
1st Session No. 53 


AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF COMMITTEE PRINT ENTITLED “TITLE 38, UNITED 
STATES CODE, VETERANS BENEFITS” 


Fesruary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 75] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 75, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 


The estimated cost of printing is approximately $1,821.51 
O 
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86TH ConGREsS HOUSE OF REPRESENTATIVES {| Reprorr 
1st Session No. 54 


AUTHORIZING PRINTING, AS A HOUSE DOCUMENT, THE 
PAMPHLET ENTITLED “WASHINGTON’S FAREWELL 
ADDRESS” AND PROVIDING FOR ADDITIONAL COPIES 


Fesrvuary 24, 1959.—Ordered to be printed 
Mr. Hays, from the Committee on House Administration, submitted 


the following 


REPORT 


[To accompany H. Res. 48] 


The Committee on House Administration, to whom was referred 
House Resolution 48, having considered the same, report favorably 


thereon without amendment and recommend that the resolution do 
pass. 
The estimated cost of printing is approximately $1,256.97. 


O 








86TH CoNGRESS HOUSE OF REPRESENTATIVES REpPorT 
1st Session No. 55 


—— ool IY — —— L_ EE EEE 


AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT OF THE 
STAFF REPORT ENTITLED “SPACE HANDBOOK: ASTRONAUTICS 


AND ITS APPLICATIONS” AND PROVIDING FOR ADDITIONAL 
COPIES 


Fesrvuary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany H.Res. 95] 


The Committee on House Administration, to whom was referred 
House Resolution 95, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. ae | 

The estimated cost of printing is approximately $2,217.33. 


O 








86TH CoNGRESS HOUSE OF REPRESENTATIVES {' Reporr 
1st Session No. 56 


AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT 
OF THE STAFF REPORT ENTITLED “SUMMARY OF 
HEARINGS” AND PROVIDING FOR ADDITIONAL COPIES 


Fepruary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany H. Res. 96] 


The Committee on House Administration, to whom was referred 
House Resolution 96, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. : 
The estimated cost of printing is approximately $1,086.33. 


O 








86TH Coneress ) HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 57 


AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT OF THE 
STAFF REPORT ENTITLED “THE INTERNATIONAL GEOPHYSICAL 
YEAR AND SPACE RESEARCH” AND PROVIDING FOR ADDI- 
TIONAL COPIES 


Fesruary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 
[To accompany H. Res. 97] 


The Committee on House Administration, to whom was referred 
House Resolution 97, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
The estimated cost of printing is approximately $883.56. 


O 








86TH Concress }) HOUSE OF REPRESENTATIVES {| Report 
1st Session No. 58 


AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT OF THE 
STAFF REPORT AND BIBLIOGRAPHY ENTITLED “SURVEY OF 
SPACE LAW” AND PROVIDING FOR ADDITIONAL COPIES 


Fesruary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany H. Res. 98] 


The Committee on House Administration, to whom was referred 
House Resolution 98, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. ee 3 

The estimated cost of printing is approximately $955.14. 


O 








86TH Concress }) HOUSE OF REPRESENTATIVES {| Report 
1st Session No. 59 


AUTHORIZING ADDITIONAL COPIES FOR USE OF THE COMMITTEE 
ON INTERIOR AND INSULAR AFFAIRS OF COMMITTEE PRINT 
ENTITLED “PRESENT RELATIONS OF THE FEDERAL GOVERN- 
MENT TO THE AMERICAN INDIAN” 


Feprvary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany H. Res. 145} 


The Committee on House Administration, to whom was referred 
House Resolution 145, having considered the same, report favorably 


thereon without amendment and recommend that the resolution do 
pass. 


The estimated cost of printing is approximately $1,079.26. 


O 








86TH CONGRESS t HOUSE OF REPRESENTATIVES Report 
1st Session No. 60 


AUTHORIZING THE PRINTING OF ADDITIONAL COPIES 
OF A COMMITTEE PRINT ENTITLED “BRIEFING ON 
THE INVESTMENT ACT” 


FEesruary 24, 1959.—Ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


[To accompany S. Con. Res. 5] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 5, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The estimated cost of printing is $1,823.18. 


O 








86TH CoNGRESS HOUSE OF REPRESENTATIVES Report 
1st Session No. 61 


PROVIDING FOR THE APPOINTMENT OF ROBERT V. 
FLEMING AS CITIZEN REGENT OF THE BOARD OF 
REGENTS OF THE SMITHSONIAN INSTITUTION 


Ferrvary 24, 1959.—Ordered to be printed 


Mr. Jones of Missouri, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H.J. Res. 198] 


The Committee on House Administration, to whom was referred 
House Joint Resolution 198, having considered the same, report 


favorably thereon without amendment and recommend that the 


joint resolution do pass. 


O 
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86TH CoNGRESS } HOUSE OF REPRESENTATIVES ! Report 
1st Session No. 64 


SELF-EMPLOYED INDIVIDUALS’ RETIREMENT ACT 
OF 1959 


Fesruary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Keoas, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 10) 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 10) to encourage the establishment of voluntary pension plans 
by self-employed individuals, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
manda do pass. 

The amendments are as follows: 

Page 4, line 19, strike out “relating” and insert ‘‘(relating’’. 

Page 4, line 20, strike out “sections” and insert ‘‘section”’. 

Page 5, line 8, strike out “‘in respect to’’ and insert ‘‘in respect of’’. 

Page 14, lines 9 and 10, strike out ‘“‘therebefore” and insert ‘“‘there- 
tofore’’. 

Page 14, lines 13 and 14, strike out “as a deduction” and insert 
“as deductions’’. 

Page 18, line 5, strike out “person while” and insert “person, while”’. 

Page 18, line 7, strike out“64% and” and insert ‘64%, and’’. 


I. PURPOSE 


Your committee’s bill generally permits self-employed individuals 
to take a current deduction for a limited amount of investment in 
certain types of retirement annuity, or a specific type of retirement 
trust. ‘The investments plus accumulated earnings will be treated as 
ordinary income when they are taken down. Penalty provisions are 
provided for withdrawing the amounts during the lifetime of the self- 
employed individual if they are withdrawn before he is 65 years of age. 
On the other hand, he must begin to withdraw these amounts not 
later than when he reaches age 70. 
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Il. REASON FOR THE BILL 


This bill is intended to achieve greater equality of tax treatment 
between self-employed individuals and employees. Under present 
law the employees of a business can achieve this postponement of tax 
on retirement income savings if the employer pays into a qualified 

ension, profit-sharing, or stock bonus plan what he might otherwise 
love paid directly to the employees. These amounts can be placed 
in a tax-exempt pension trust or they can be paid as premiums on an 
annuity policy with a life insurance company. In either case the bus- 
iness firm gets immediate deductions for amounts contributed to the 
plan and the employee is not taxable until he draws down his benefits 
under the plan. An employee is permitted to defer tax in this manner 
even though he may have a nonforfeitable right to the employer con- 
tribution under the plan. 

This tax deferment for an employee’s interest in a pension, profit- 
sharing, or stock bonus plan has two important advantages. In the 
first place, it permits the employee to have a larger initial investment 
in retirement savings upon which more investment earnings may 
accumulate. In addition, most employees will be in lower tax brackets 
after retirement than they are during their productive years. The tax 
deferment under a qualified plan permits some income from the years 
in which an employee is likely to be subject to higher surtax rates to 
be taxed in the retirement years when he may be subject to much 
lower rates or even may have unused personal exemptions. 

Your committee believes that it is unreasonable that self-employed 
persons should be precluded by law from obtaining equivalent tax 
treatment with respect to retirement savings to that available to 


employees under a qualified plan. Under present law the employer- 
proprietor and an employer-partner are precluded, except in very 
special circumstances, from participating in a qualified plan even 
though they may establish such a plan for their employees. 

The bill will be effective for taxable years beginning in 1959 and 


thereafter. 


Ill. REVENUE EFFECT 


Whether this bill involves a revenue loss for the fiscal year 1959 
depends upon the date of enactment. If the bill is not enacted before 
June, the revenue loss for the fiscal year 1959 will be negligible. 

Assuming that the bill is enacted at about the middle of calendar 

ear 1959, the Treasury Department has estimated that the revenue 
oo for fiscal year 1960 will be $320 million and the revenue loss for a 
full year of operation will be $365 million. The lower figure for 
fiscal year 1960 is attributable to the fact that the provision cannot be 
expected to become fully operative immediately. 

The Treasury estimate of the revenue effect assumes that in the 
average case only part of the maximum allowable deduction will in 
fact be taken. This assumption ranges from 15 percent of the maxi- 
mum allowable deduction for taxpayers with less than $3,000 of 
income to 66% percent for those with more than $20,000 of income. 
The Treasury estimate also assumes that the full revenue loss would 
be realized shortly after the provision becomes effective because 
many individuals can immediately take the full deduction to which 
their current income would entitle them merely by shifting presently 
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held savings into a form of investment which qualifies under this 
provision. However, once individuals have shifted already available 
savings into qualified forms of investment, then future deductions can 
be taken only from income saved currently. 

Some of those who have studied this provision believe that the reve- 
nue losses under this bill would be less than one-half of the Treasury 
estimate in the first full year of operation but then over a 5-year period 
gradually will increase to something like an annual revenue loss of 
$365 million. This type of forecast is based upon an analogy to the 
development of other new forms of savings which were accepted by the 
public only over a period of time. It has also been stated that this 
was the experience in Canada and Great Britain with tax provisions 
similar to the current bill; namely, that the use of the deduction 
started on a small scale and grew slowly. 


IV. SUMMARY OF THE BILL 


A. 





ELIGIBILITY 


The bill applies to persons who are subject to the tax on self- 
employment income (for social security purposes) except that certain 
categories such as doctors and ministers, ordinarily exempt from the 
self-employment tax, will be eligible for the deduction under this bill. 
The bill also covers persons who are not subject to the self-employment 
tax merely because they also receive $4,800 of wages subject to social 
security tax. The deduction is not available to a person subject to the 
self-employment tax if, in the same year, his employer makes a contribu- 
tion on his behalf to a qualified pension, profit-sharing, or stock bonus 
plan of an employer or if, during the year, he draws benefits under a 
qualified employer plan. 

B. DEDUCTION 






Self-employed individuals will be permitted to deduct, in computing 
their adjusted gross income, an amount paid as premium on a restricted 
retirement policy or as a deposit in a restricted retirement trust fund. 
This deduction is in general limited to 10 percent of net earnings from 
self-employment as defined for the tax on self-employment income, 
except that the $4,800 ceiling is not applicable. The deduction under 
the bill may not, in most cases, exceed $2,500 in any one taxable 
year and it may not exceed $50,000 during the lifetime of a self- 
employed person. No deduction is allowed for any year beginning 
after the taxpayer attains age 70. 

If the individual is over 50 years of age on January 1, 1959, the 
limitation on the annual deduction will be increased by one-tenth for 
each year his age exceeds 50 on January 1, 1959. Thus, if an individual 
were 60 years of age on January 1, 1959, the annual limit on his 
deduction would be 20 percent of self-employment income but not over 
$5,000. 

A special limitation on the lifetime deduction is imposed upon 
individuals who have previously received a payment of employer con- 
tributions or have received nonforfeitable rights to employer con- 
tributions under a qualified pension, profit-sharing, or stock bonus 
plan. The lifetime limitation on deductions, ordinarily computed as 20 
times the annual deduction ceiling, or $2,500, will be computed by first 
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reducing the multiplier 20 by the number of years of service under 
the qualified plan for which the individual has either obtained a 
payment of the employer contribution or has received a nonforfeitable 
right to the employer contribution. ‘To illustrate this rule, if a self- 
employed individual has previously been employed for 15 years, during 
which time the employer made contributions to a pension plan in 
which the individual has received a nonforfeitable right, his lifetime 
limitation on deductions as a self-employed individual would be 5 
times $2,500 or $12,500. 


C. RESTRICTED RETIREMENT POLICY 


The restricted retirement policy for which an individual may take 
a deduction for the premium must fundamentally be an annuity or an 
endowment policy issued by a domestic life insurance company. ‘The 

olicy may provide life insurance benefits, but these may not extend 
bevauid age 70. The policy may provide for an endowment not later 
than the time the self-employed individual reaches age 70, or it may 
provide a life annuity or a joint and survivor annuity to the insured 
and his spouse in either case beginning not later than the time at 
which the self-employed individual reaches age 70. (This provision 
is written so as to cover periods when a person’s “insurance age’’ may 
be considered 70.) The policy must be nonassignable. The individual 
may deduct only so much of the annual premium on an insurance 
policy as is allocable to the restricted retirement benefits. ‘Thus, if 
the policy provides some current life insurance, a portion of the 
premium allocable to life insurance will not be deductible. 

A self-employed individual may make an investment in a face- 
amount certificate (as defined in sec. 2(a)(15) of the Investment 
Company Act of 1940) issued after 1954. Such a retirement pro- 
gram is to be treated for all the purposes of these sections as a retire- 
ment program involving an annuity purchased from a life insurance 
company. 

D. RESTRICTED RETIREMENT FUNDS 


In lieu of purchasing an insurance policy, the deduction may be 
obtained by making deposits in a restricted retirement trust fund. 
This trust must be established for the exclusive benefit of one or 
more participating individuals. The trustee must be a bank. The 
investments of the trust are limited to stock or securities listed on a 
registered exchange, stock of a regulated investment company, Gov- 
ernment bonds or face-amount certificates. The trust may not invest 
in stock or securities of a corporation in which its participating mem- 
bers own as much as 10 percent of the voting stock. The trust may 
purchase for its members pure endowment or annuity policies which 
do not provide any life insurance protection. 

The income of a restricted retirement trust fund will be tax exempt. 
However, the tax exemption will be lost if the trust engages in any 
of a specified list of prohibited transactions involving one or more 
members of the plan. 

The trust may distribute income or corpus to participating mem- 
bers at any time. When the member attains age 70, the trust must 
begin a — of distribution of that member’s interest which must 
be completed before he attains age 80. Alternatively, the trust can 
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before the participant reaches age 70 purchase an annuity for him or 
a joint and survivor annuity for the participant and his spouse. 


E. REALIZATION OF INCOME 


The bill provides three types of rules relating to the income tax 
treatment of amounts received from restricted retirement funds or 
policies. In the first place, general rules are provided for including 
in income amounts received from funds or policies. Secondly, special 
rules are provided for determining when income is received from 
retirement funds or policies. Finally, special rules are provided 
relating to the taxation of this income when it is realized. 


1. General rules 


The amount of money and the fair market value of property 
received from restricted retirement funds are included in gross 
income when received except that an individual may receive from 
a fund without paying tax immediately an annuity contract on his 
life purchased by the fund. The basis in the fund will be zero. 

Amounts received under a restricted retirement policy will be 
taxed under the rules relating to annuities provided by section 72 
of the Internal Revenue Code with certain exceptions. ‘That portion 
of the annual premium which is allocable to the cost of other than re- 
stricted retirement benefits (for example, life insurance) will not be 
treated as part of the consideration for the annuity. Amounts re- 
ceived before the annuity starting date will be included in gross 
income to the extent that they do not exceed the aggregate of previous 
deductions. The self-employed individual will be able to treat as 
the consideration paid for the policy the annuity part of the annual 
premiums which were not deductible, for example, because they were 
paid in a low income year or paid before the policy became a restricted 
retirement policy. The special 3-year income-spreading provision 
for endowment policies provided by section 72(e)(3) will not apply. 


2. Special rules relating to when income is realized 

Under a restricted retirement policy, if payments are made on the 
death of the insured, the amount of the death benefits not exceeding 
the cash surrender value immediately before death will be treated as 
income to the beneficiaries (with appropriate adjustment for the cost 
of the restricted retirement benefits not previously deducted). This 
much of the death benefits represents the equivalent of amounts 
with respect to which the insured has received a tax deferment. 
The baiance of the death benefits, the pure life insurance portion, 
will, as at present, not be treated as gross income. The taxable portion 
of the death benefits will be included in gross income immediately 
except that this may be deferred if the death benefit is taken as an 
annuity by the spouse of the insured. 

Amounts borrowed on the life insurance policy in excess of the 
amount borrowed to pay one annual premium will be treated as a 
realization of income under the policy. Also, income will be realized 
if the insured elects under any option in the policy to apply the cash 
surrender value of the policy to the purchase of a policy providing life 
insurance benefits or any other benefits except the type of endowment 
or annuity permitted for restricted retirement policies. These two 
rules will not operate to the extent that the borrowing or the option 
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to take paid-up life insurance is made with respect to cash surrender 
ow built up before the policy became a restricted retirement 
policy. 

In the case of a restricted retirement fund, the entire interest of a 
member in all restricted retirement funds will be treated as immedi- 
ately realized by the member if he engages in a prohibited transaction 
with the fund, such as the sale of his own securities to the fund, 
or if he knowingly makes excessive contributions to the fund or funds 
in order to take further advantage of the tax-exemption privilege of the 
fund, 

3. Special rules relating to computation of tax on amounts received from 
retirement funds or policies 


If an amount is received from a retirement fund or policy while the 
self-employed individual is living and before he has reached age 65, 
certain penalty provisions are imposed. If the amount received is in 
excess of $2,500, the tax will be not less than 110 percent of the 
aggregate increase in taxes that would arise if this amount had been 
rece'ved equally in the taxable year and the 4 preceding taxable years. 
If the amount is less than $2,500, the tax shall be 110 percent of the 
tax attributable to including this amount in gross income. 

If the insured receives in 1 taxable year after he attains age 65 his 
entire interest under all restricted retirement funds and policies, the 
tax will be computed by finding the increase in tax resulting from 
including one-fifth of this amount in gross income and multiplying 
this tax increase by 5. This same rule, to modify the effect of the 
es tax structure on amounts received in a single year, will 

e available to the estate or any other beneficiary of a deceased self- 
employed individual who draws down his entire interest in 1 year. 

The bill provides a special minimum tax provision that serves to 
prevent the various deductions to which a taxpayer may be entitled 
from thwarting the taxation of withdrawals from a restricted retire- 
ment fund or policy. The tax cannot be less than the tax that would 
apply if the taxpayer’s only income was the amount of this withdrawal 
from the fund or policy and his only deduction was his personal ex- 
emptions. 

The retirement income credit is not allowed with respect to amounts 
received from a restricted retirement fund or policy. 

Amounts received by a beneficiary after the death of a self-employed 
individual will be taxable as income in respect of a decedent and, if 
appropriate, a deduction with respect to the allocable estate tax will 
be allowed. 

F. REPORTING REQUIREMENTS 


The bill requires each bank-trustee of a restricted retirement fund 
and each insurance company which has issued a restricted retirement 
policy to file such returns and information as the Secretary ma 
prescribe. It also requires each self-employed individual to furnis 
certain information to the trustee of his restricted retirement fund or 
to the insuror of his restricted retirement policy. 


G. EFFECTIVE DATE 


This bill applies to taxable years beginning after December 31, 1958. 
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V. TECHNICAL EXPLANATION OF THE BILL 
SECTION 1. SHORT TITLE 


The first section of the bill provides that the act may be cited as 
the “Self-Employed Individuals’ Retirement Act of 1959.” 


SECTION 2. DEDUCTION OF AMOUNTS PAID AS 
RETIREMENT DEPOSITS 


Section 2(a) of the bill amends section 62 of the Internal Revenue 
Code of 1954 to provide that the deduction allowed by section 217 
shall be taken into account for purposes of computing adjusted gross 
income. 

Section 2(b) of the bill adds to the Internal Revenue Code of 1954 
a new section 217 which allows a deduction to a self-employed indi- 
vidual for amounts paid by such an individual within his taxable year 
as retirement deposits. 


SECTION 217. AMOUNTS PAID AS RETIREMENT DEPOSITS 


(a) General rule-—Under subsection (a) of the new section 217, 
any amount paid by a self-employed individual as a retirement de- 
posit on or before the 15th day of the 4th month following the close 
of his taxable year may, at his election (made under regulations pre- 
scribed by the Secretary or his delegate), be treated as having been 
paid on the last day of such taxable year. No deduction under 
section 217 will be allowed, however, for any taxable year of the 
taxpayer beginning after he attains age 70. Although the deduction 
allowable under section 217 may be computed by reference to the 
net earnings from a trade or business, such deduction shall be treated, 
for purposes of section 172(d)(4), as a deduction which is not attrib- 
utable to the taxpayer’s trade or business. 

(6) Limitations.—Subsection (b)(1) of section 217 provides that the 
amount allowable as a deduction to any self-employed individual for 
any taxable year shall not exceed the lesser of $2,500 or 10 percent of 
his net earnings from self-employment (as defined in section 217(d)). 
In the case of any individual who attained age 50 before January 1, 
1959, subsection (b)(2) would increase the annual limit for the taxable 
ret provided by subsection (b)(1) by one-tenth for each full year of 

is age in excess of 50 determined as of January 1, 1959. Under 
subsection (b)(3) an individual cannot deduct during his lifetime more 
than 20 times the maximum annual deduction allowable if the annual 
limit provided in subsection (b)(1)(A) (computed without the appli- 
cation of paragraph (2)) were the only annual limit; that is, an in- 
dividual cannot deduct more than $50,000 during his lifetime. 

In the case of an individual who has for any prior taxable year 
received amounts under an employee plan described in section 217 
(c)(2)(B) or who has, at the close of the immediately preceding tax- 
able year, nonforfeitable rights in any such plan, and if any portion 
of such amounts or rights is attributable to employer contributions, 
subsection (b)(4) of section 217 reduces the maximum amount allow- 
able as deductions to such an individual during his lifetime. In de- 
termining the lifetime limit in such case, the number 20 is reduced oy 
the number of years of such individual’s years of service to whic 
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such amounts or rights are attributable. Amounts received under 
such a plan shall be attributable to employer contributions for this 
purpose even though such amounts are excluded for the taxable year 
under section 72(d), relating to employee’s contributions recoverable 
in 3 years. For purposes of section 217(b)(4), the rights of the in- 
dividual under such a plan are not attributable to a waiting period 
prior to eligibility unless, under the plan, the individual is eventually 
treated as having been included in the plan from commencement of 
such waiting period. In addition, the lifetime limit of an individual 
is not reduced by reason of his having received benefits as the bene- 
ficiary of an employee covered by a plan described in section 217 
(c)(2)(B). 09 , : 

(c) Self-employed individual defined.—Subsection (c)(1) of section 
217 defines, for purposes of section 217, the term “‘self-employed 
individual” as an individual who is subject to tax for the taxable year 
under section 1401 (imposing a tax on self-employment income), or an 
individual who would be subject to such tax for the taxable year but 
for paragraph (4) (relating to ministers of a church and members of a 
religious order) or paragraph (5) (relating to physicians and Christian 
Science practitioners) of section 1402(c) or section 1402(b)(1) (relating 
to reduction of net earnings for wages paid). However, subsection 
(c)(2) excludes from the term “self-employed individual,” with 
respect to any taxable year, an individual who during such taxable 
year receives an amount any portion of which is attributable to an 
employer contribution under an employee plan, or in respect of whom 
during such taxable year an employer contribution is made (or treated 
under sec. 404(a)(6) as having been made) under an employee plan, 
whether or not such individual’s rights under the plan are nonforfeit- 
able. Under subsection (c)(2)(B), an employee plan is defined, for 
purposes of subsection (c)(2)(A) and subsection (b)(4), as a pension, 
profit-sharing, or stock bonus plan described ip section 401(a) and 
exempt from tax under section 501(a), or an annuity plan meeting the 
requirements of section 401(a)(3), (4), (5), and (6), or a pension plan 
established for its employees by the United States or any agency 
thereof, by a State or Territory or the District of Columbia or any 
political subdivision or instrumentality thereof, or by any organiza- 
tion described in section 501(c)(3) (relating to religious, charitable, 
etc., organizations) which is exempt from tax under section 501 (a). 
For purposes of subparagraph (B) of subsection (c)(2), references 
to provisions of sections 401 and 501 shall be treated as including 
references to the corresponding provisions of the Internal Revenue 
Code of 1939. 

(d) Net earnings from self-employment defined—Subsection (d) of 
section 217 defines, for purposes of section 217, the term “net earnings 
from self-employment” as meaning the net earnings from self-em- 
ployment as defined in section 1402(a), but determined without 
regard to paragraphs (4) and (5) of section 1402(c) and without 
regard to items not included in gross income for purposes of chapter 1, 
and the deductions properly allocable to or chargeable against such 
items. For example, a resident of Puerto Rico may have net earnings 
from self-employment which are subject to the self-employment tax 
by reason of section 1402(a)(6), but if such income is not subject to 
the tax imposed by chapter 1, such income is not included in his net 
earnings for purposes of section 217. 
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(e) Retirement deposit defined.—Subsection (e) of section 217 defines 
a retirement deposit to mean a payment in money to a restricted 
retirement fund (as defined in sec. 405), or to a domestic life insurance 
company (as defined in sec. 801) as premiums under a restricted retire- 
ment policy issued on the life of the taxpayer. For a payment to bea 
restricted retirement deposit, the fund or policy must qualify at the 
time of the payment. In the case of premiums paid to a domestic 
life insurance company under a restricted retirement policy issued on 
the life of the taxpayer, only that portion of such premiums which is 
properly allocable to the cost of restricted retirement benefits shall be 
treated as a retirement deposit under section 217. Under a restricted 
retirement policy, as defined in section 217(f), life insurance protection 
may be provided for the insured before he attains age 70%. Ac- 
cordingly, it will be necessary for the Secretary or his delegate by 
regulations to establish rules for determining the cost of any insurance 
protection provided by such a policy. Such rules will take into con- 
sideration the mortality tables and expense loadings generally used by 
life insurance companies in establishing premium rates. Similarly, 
no deduction will be allowed under section 217 for any portion of the 
premiums allocable to such benefits as double indemnity in case of 
death arising from accident or premium waivers in case of disability. 

(f) Restricted retirement policy defined—Subsection (f)(1) of section 
217 defines the term “restricted retirement policy” as meaning an 
annuity, endowment, or life insurance contract, or combination there- 
of, other than a term insurance contract, which is issued by a domestic 
life insurance company (as defined in sec. 801 of the code) on the life 
of the taxpayer and which provides for the payment of restricted 
retirement benefits. Subsection (f)(2) treats a policy as providing 
restricted retirement benefits only if the policy provides that the entire 
value of the policy is payable to the insured not later than at age 70%, 
as a life annuity on the insured’s life, as a joint life annuity or a joint 
and survivor annuity on the lives of the insured and his spouse, or as 
an annuity certain issued to the insured. Any such annuity may pro- 
vide for a term certain not extending beyond the insured’s life expect- 
ancy, and must begin not later than the time the insured attains age 
70%. Although a restricted retirement policy may provide life insur- 
ance protection before age 70%, restricted retirement benefits do not 
inelle any life insurance protection. Age 70% has been selected to 
accord with usual insurance practice which treats the maturity date of 
an annuity, endowment, or life-insurance contract as falling on the 
anniversary date of the policy nearest to the insured’s birthday. 
Under subsection (f)(2) no annuity described therein is treated as 
satisfying the requirements of such subsection if it provides for pay- 
ments which (after annuity payments begin) may increase for any 
reason other than dividends or increases in investment income allo- 
cable to the policy. A variable annuity therefore can qualify as a 
restricted retirement policy regardless of increasing annuity payments 
if such increases are due to increases in investment income, including 
capital appreciation. 

Subsection (f)(3) requires that to qualify as a “restricted retirement 
policy,” a policy must be nonassignable, and no person other than the 
insured shall have any of the incidents of ownership. Moreover, a 
restricted retirement policy shall not provide for life insurance protec- 
tion after age 70%. A policy shall not be considered as assignable or 
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as a policy in which any person other than the insured has any of the 
incidents of ownership merely because the policy contains a right to 
make any designation described in subsection (f) (2) or contains the 
right to designate one or more beneficiaries to receive the proceeds 
payable in the event of the death of the insured before he attains age 
10%; or because any designation was made pursuant to one of such 
rights. 

(g) Identification of policies and funds.—Subsection (g) of section 
217 provides that no apdaetlon shall be allowed under section 217 
with respect to any amount paid as a premium on a restricted retire- 
ment policy for any period before sh policy has been identified as 
such, in such manner and form as the Secretary or his delegate shall 
by regulations prescribe. The Secretary or his delegate may require 
an madicanaenane on the policy that such policy is a restricted retirement 
polar. Similarly, subsection (g)(2) provides that no deduction shall 

e allowed under section 217 with respect to any amount paid to a 
restricted retirement fund by any individual before such fund has 
been identified as such, and before such individual has been identified 
as @ participant in such fund, in such manner and form as the Secretary 
or his delegate shall by regulations prescribe. 

(h) Face-amount certificates —Subsection (h) of section 217 pro- 
vides that for purposes of the Internal Revenue Code of 1954, any 
reference to a restricted retirement policy (as defined in new sec. 
217(f)) shall be treated as including a face-amount certificate, as 
defined in section 2(a)(15) of the Investment Company Act of 1940 
(15 U.S.C., sec. 80a-2), issued after December 31, 1954, but only if 
such certificate provides restricted retirement benefits within the 
meaning of section 217(f)(2) and meets the requirements of section 
217(f)(3). With respect to any face-amount certificate described in 
the preceding sentence, reference to an insurance company or the 
insurer in section 217 and sections 78, 6047, and 7207 of the 1954 
Code shall be treated as including a reference to the company issuing 
such certificate. The intention of this subsection is that the pur- 
chase of such a face-amount certificate, under the provisions added to 
the 1954 Code by this bill, shall be treated in the same manner as the 
purchase of an annuity. 


SECTION 3. AMOUNTS RECEIVED FROM RESTRICTED 
RETIREMENT FUNDS OR POLICIES 


Section 3(a) of the bill adds to the Internal Revenue Code of 1954 
& new section 78, which relates to the tax imposed upon amounts 
received from restricted retirement funds or policies. 


SECTION 78. AMOUNTS RECEIVED FROM RESTRICTED RETIRE- 
MENT FUNDS OR POLICIES 


(a) Restricted retirement funds——Subsection (a)(1) of section 78 
provides that, in general, amounts of money and the fair market 
value of property received from a restricted retirement fund shall be 
included in the recipient’s gross income for the taxable year in which 
received. 

Subsection (a)(2)(A) excludes from the recipient’s gross income 
any amount received by him which has become an excess contribution 
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by reason of the disallowance of a deduction erroneously taken under 
section 217 with respect to amounts paid to the fund, but only if the 
amount of the excess contribution so received, plus any income 
attributable thereto, is returned by the trustee promptly in accordance 
with the provisions of section 405(a)(2)(D). Amounts of income 
received which are attributable to any such excess contributions shall 
be included in the recipient’s gross income for the taxable year in 
which received. 

If an individual at any time knowingly makes contributions to one 
or more restricted retirement funds in excess of the amount which he 
reasonably believes will be allowable as a deduction for such contribu- 
tions for the taxable year, subsection (a)(2)(B) treats the individual’s 
entire interest in all restricted retirement funds as being received by 
such individual during the taxable year in which such a contribution 
is made. 

Subsection (a)(2)(C) excludes from gross income any amount 
which might otherwise be includible in gross income by reason of the 
receipt of an annuity contract from the retirement fund if such con- 
tract and the distribution thereof meets the requirements of section 
405. This provision relates to the receipt of the contract itself, but 
not to amounts received under the contract. 

Subsection (a) (3) provides that in the event the trustee of a restricted 
retirement fund knowingly engages in a prohibited transaction (as 
defined in sec. 405(d)(3)), each member in respect of whom such trans- 
action occurred is treated as having received in his taxable year in 
which such transaction occurred his entire interest in the fund. The 
period of limitations for assessing a deficiency with respect to any such 
treated inclusion in gross income is not less than 1 year after the date 
on which the Secretary or his delegate is notified, in such manner as 
he shall by regulations prescribe, of such prohibited transaction. 

Subsection (a)(4) provides that the adjusted basis of any person 
in a restricted retirement fund shall be zero. For example, if an 
individual makes an excessive contribution referred to in subsection 
(a)(2)(A) which is not promptly returned to him, together with in- 
come attributable thereto, or if the individual knowingly makes an 
excessive contribution to a restricted retirement fund, no amount 
will be allowed as basis in determining the tax imposed on amounts 
deemed to be received under subsection (a). 

(6) Restricted retirement policies—Subsection (b) of section 78 re- 
lates to the taxation of amounts received under a restricted retirement 
policy and in paragraph (1) provides that such amounts shall be tax- 
able under section 72 (relating to annuities) with the modifications 
set forth in paragraph (2). 

Subsection (b)(2)(A) prevents the application of section 72(e)(3) 
to a lump-sum received under a restricted retirement policy since 
section 78(d) provides a rule for certain total distributions. Under 
subsection (b)(2)(B), any amount received before the annuity starting 
date shall, notwithstanding section 72(e)(1)(B), be included in the 
recipient’s gross income for the taxable year in which received to the 
extent that such amount, plus all amounts theretofore received by all 
persons under such policy and includible in gross income under 
section 78(b)(2)(B), does not exceed the aggregate amount allowed 
as a deduction under section 217 with respect to the policy for the 
taxable year and all prior taxable years. When an individual re- 
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ceives amounts in excess of the deduction previously allowed under 
section 217, such amounts are then taxable under section 72. Sub- 
section (b)(2)(C) provides that in computing basis under section 
72(c)(1)(A) and section 72(e)(1)(B) no amount shall be taken into 
account which was allowed as a deduction under section 217. Neither 
is there taken into account for such purpose any portion of the 
premiums or other consideration which is properly allocable to other 
than the cost of restricted retirement benefits, as defined in section 
217(f)(2). Basis is not increased, for example, by the portion of 
premiums paid which is attributable to the cost of providing life 
insurance protection. Basis shall be properly adjusted, however, for 
borrowings which are treated as income under subsection (b)(3)(B) 
and whi a repaid. Thus, if the insured borrows from the insurer 
any part of the value of the restricted retirement policy not in excess 
of the current annual premium but does not repay such amount in full 
within 12 months after the due date of such premium, or borrows an 
amount in excess of the current annual premium, or borrows an amount 
which is not applied to the purchase of the current annual premium, 
his basis in such restricted retirement policy shall be increased by the 
amount which was taxed as a distribution under subsection (b)(3)(B) 
and subsequently repaid. No adjustment to basis is required where 
the amount of borrowings is not in excess of the current annual 
premium, is applied to the payment of the current annual premium, 
and is repaid in full within 12 months after the due date of such 
premium. 

Subsection (b)(3)(A) provides that to the extent that amounts 
received under a life insurance contract by reason of the death of the 
insured exceed the cash-surrender value of such contract immediately 
before the death of the insured the excessive amounts are treated as 
eter a in section 101 of the code and not as provided in subsection 

)(1) 

If, during any taxable year of the insured, any part of the value of 
the policy is borrowed by the insured from the insurer, the amount 
so borrowed is treated under subsection (b)(3)(B)(i) as having been 
received, for purposes of subsection (b)(1), by the insured under the 
policy during such taxable year. In the event the borrowing does not 
exceed the current annual premium, is applied to the payment of the 
current annual premium, and is repaid in full within 12 months after 
the due date of such premium, no amount is treated as being received 
under the policy for purposes of subsection (b)(1). 

If, under any option or under any other arrangement with the 
insurance company, any amount of the value of a restricted retire- 
ment policy is applied to the purchase of other than restricted retire- 
ment benefits (as defined 1 in sec. 217 (f)(2)), subsection (b)(3)( (B) (ii) 
treats the entire cash surrender value ot such policy as being received 
under such policy at such time for purposes of paragraph (1), except 
to the extent that such value is irrevocably converted within 60 days 
after such time into a contract which provides only restricted retire- 
ment benefits. Subsection (b)(3)(B)(ii) will apply, for example, 
when any portion of the value is used to purchase insurance or any 
annuity which does not constitute restricted retirement benefits. 

Subsection (b)(3)(B) (iii) provides that no amount is included in 
gross income in the case of any borrowing or purchase to the extent 
that the total amount which has been so borrowed or applied does not 
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exceed the cash surrender value at the time the policy (or a predecessor 
policy) became a restricted retirement policy. 

Subsection (b)(3)(C) provides that if during any taxable year the 
insured assigns (or agrees to assign) any portion of the value of the 
policy in violation of section 217(f)(3), the entire cash-surrender 
value of such policy at such time is treated as an amount received 
under such policy for purposes of subsection (b)(1). If the insured 
dies before he attains age 70%, the entire cash-surrender value of a 
restricted retirement policy is treated under subsection (b)(3)(D) 
as an amount received under the policy, except to the extent that 
such value is applied to provide an immediate annuity for his surviving 
spouse which will be payable for her life or for a term certain not 
extending beyond her life expectancy. 

(c) Computation of tar—Subsection (c) of section 78 relates to 
amounts (other than dividends) which are received or treated as being 
received under a restricted retirement policy or a restricted retirement 
fund by any person while the self-employed individual is living and 
has not attained age 64}; and which are includible in the recipient’s 
gross income. Under subsection (c)(2)(A), if the aggregate of the 
amounts received under a restricted retirement policy or a restricted 
retirement fund equals or exceeds $2,500, the increase in his tax for 
the taxable year in which such amounts are received shall not be less 
than 110 percent of the aggregate increase in taxes for the taxable 
year and the 4 immediately preceding taxable years which would have 
resulted if such amount had been included in such person’s gross 
income ratably over such taxable years. If the self-employed indi- 
vidual has been allowed deductions under section 217 for a number 
of prior taxable years less than 4, subsection (c)(2)(B) provides that 
the subsection (c)(2)(A) computation shall be made by taking into 
account a number of taxable years immediately preceding the taxable 
year in which the amount was so received equal to such lesser number. 

n any taxable year in which a person receives from a restricted retire- 
ment fund or a restricted retirement policy amounts aggregating less 
than $2,500, subsection (c)(3) provides that the increase in tax of 
such person for the taxable year attributable to the inclusion in gross 
income of such amounts shall be 110 percent of such increase (com- 
puted without regard to subsec. (c)(3)). 

(d) Lump-sum distributions of entire interest after age 64%.—Sub- 
section (d) of section 78 relates to the treatment of lump-sum dis- 
tributions from restricted retirement funds and restricted retirement 
policies. Subsection (d) applies in the case of a self-employed 
individual only if after attaining age 64% he receives within 1 taxable 
year his entire interest under all his restricted retirement funds and 
policies, if he has been allowed a deduction under section 217 for five 
or more prior taxable years (whether or not consecutive), and if no 
person has theretofore received any amount under any of his restricted 
retirement funds or policies (other than dividends on such policies). 
In the case of the estate or other beneficiary of a deceased self-em- 
ployed individual, subsection (d) applies only if there is received by 
such beneficiary within 1 taxable year such beneficiary’s entire interest 
under all restricted retirement funds and policies of the deceased. If 
subsection (d) applies, the tax attributable to the amount so received 
for the taxable year in which so received shall not be greater than 
five times the increase in tax resulting from the inclusion in gross 
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income of the recipient of 20 percent of the amount so received which 
is includible in gross income. 

(e) Determination of taxable income.—Subsection (e) of section 78 
provides that notwithstanding section 63 of the code, relating to the 
definition of taxable income, for purposes only of computing the tax 
under chapter 1 of the code attributable to amounts includible in 
gross income by reason of section 78, the taxable income of the recipi- 
ent for the taxable year of receipt ‘(and for any other taxable year 
involved in the computation under subsec. (c)) shall be treated as 
being not less than the amount by which the aggregate of such amounts 
so includible in gross income exceeds the amount of the deductions 
allowed for such taxable year under section 151 (relating to deductions 
for personal exemptions). Thus, if a taxpayer elects to receive amounts 
under a restricted retirement fund or policy in a loss year, he will 
nevertheless be taxable on such amounts to the extent they are in- 
cluded in gross income and exceed his personal exemptions. In any 
“ase in which subsection (e) results in an increase in taxable income 
for any taxable year, the resulting increase in the taxes impose xd by 
section 1 or 3 for suc +h taxable year is not reduced by any credit under 
part IV of subchapter A (other than sec. 31 thereof) which would 
otherwise be allowable. 

({) Definitions.—Subsection (f)(1) of section 78 defines the term 
“self-employed individual” for purposes of section 78 to mean an indi- 
vidual who has been allowed a deduction under section 217 for any 
taxable year. 

Subsection (f)(2) of section 78 defines the term ‘‘dividend”’ for 
purposes of section 78 to mean any amount which is received by a 
policyholder of a restricted retirement policy in his capacity as a 
policyholder and which is in the nature of a dividend or similar dis- 
tribution. ; 

Subsection (f)(3) of section 78 defines the term “restricted retire- 
ment fund” to mean any fund (including a predecessor fund) with 

respect to which the self-employed individual ‘has been allowed a 
deduction under section 217 for any taxable year. 

Subsection (f)(4) of section 78 defines the term “restricted retire- 
ment policy” to mean any policy (including a predecessor policy) 
with respect to which the self-employed individual has been allowed 
a deduction under section 217 for any taxable year. 

) (2) of the bill amends section 
316(b)(1) to provide that subsection (a) of section 316 shall not apply 
to the term ‘dividend’ as used in section 78 (relating to amounts 
received under restricted retirement funds and policies) or in section 
217 (relating to deductions for retirement deposits). 

SECTION 4. RESTRICTED RETIREMENT FUNDS 
Section 4(a) of the bill adds a new section to the code, section 405, 
which defines restricted retirement funds and sets forth the require- 
oo concerning the creation, operation, and termination of such 
unds. 



















































SECTION 405. RESTRICTED RETIREMENTI FUNDS 





(a) In general.—Subsection (a) of section 405 defines, for purposes 
of chapter 1 and section 6047 of the code, the term “restricted retire- 
ment fund” to mean a trust established under a retirement plan for 
one or more self-employed individuals, 
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(6) Retirement plan.—Subsection (b) of section 405 defines, for pur- 
poses of subsection (a), the term ‘retirement plan” to mean a trust 
instrument for the exclusive benefit of the participating individual or 
individuals who are members of the plan, for the purpose of investing 
and reinvesting, and of distributing to the respective members of the 
plan, or to their estates or other beneficiaries, the corpus and income 
of the trust. To qualify, the trust instrument must be in writing. 

(c) Requirements for retirement plan.—Subsection (c) of section 405 
sets forth the following requirements which a plan described in sub- 
section (b) must meet in order to be treated as a retirement plan: 

1. The trustee must be a bank (as defined in sec. 581 of the code). 

2. A member of the trust must not, under the terms of the trust 
instrument, be able to assign (or to agree to assign) any portion of his 
interest in the fund. Thus, for example, the terms of the trust 
instrument cannot permit a member to assign his interest in the trust 
to secure a bank loan. However, a member may be permitted to 
designate one or more beneficiaries in the event of his death, or to 
direct the trustee to transfer his entire interest to another restricted 
retirement fund designated by such member. 

3. Under the terms of the trust instrument, distributions must start 
no later than during the taxable year in which the member attains age 
70. The trust instrument is required to provide that before the 
member attains age 70: (i) his entire interest in the trust will be 
distributed or applied to the purchase of an annuity described in sub- 

aragraph (B), (C), or (D) of section 217(f)(2) which does not provide 

ife insurance protection, and which is immediately distributed to the 
member, or (ii) he must have elected to have his entire interest in the 
trust distributed before he attains age 80 (with not less than 10 per- 
cent of the value of such interest, determined at age 70, being dis- 
tributed in each taxable year beginning with the taxable year in which 
he attains age 70). In applying clause (ii) of the preceding sentence, 
amounts distributed in prior taxable years will not be taken into 
account. 

The trust instrument must provide that if the member dies before 
he attains age 70, his entire interest in the trust will, within 5 years 
after the date of his death, be distributed, or applied to the purchase 
of an immediate annuity for his surviving spouse which will be payable 
for her life (or for a term certain not extending beyond her life ex- 
arg” and which will be immediately distributed to such spouse. 

If the trust has more than one member, the trust instrument 
felts provide that the interest of each member shall be proportionate 
to the money he has paid in, and to the income and other adjustments 

roperly attributable thereto. In determining the amount of money 
he has paid in, for this purpose, his interest in a previous trust, trans- 
ferred in accordance with section 405(c) (2) (A) (ii), shall be included. 

6. The trust instrument must require the trustee to distribute 
promptly to the member any amount paid in by him for any taxable 
year in excess of the amount deductible by such member for such year 
under section 217, together with all income attributable to such excess. 
The preceding sentence will not require the trustee to distribute until 
he knows or has reason to know that the amount paid in is excessive, 

7. The trust instrument must limit the scope of investments which 
the trustee can make. It must provide that the trustee may not 
invest or reinvest the corpus or income of the trust other than in 
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certain types of stocks and securities (described in par. °(3)(A) of 
subsec. (c)), and the purchase, for the account in the plan of a member 
of the trust, of an annuity on the life of such member (or a face-amount 
certificate which -meets the requirements of sec. 217(h)) which pro- 
vides only restricted retirement benefits (within the meaning of sec. 
217(f)(2)). Corporate stocks and securities listed on certain national 
securities exchanges are permissible investments. However stock and 
securities in a corporation cannot be acquired if, immediately after 
such acquisition, the aggregate ownership of voting stock in the 
corporation by the trust and by its members (including ownership 
attributed to such members under sec. 318) is more than 10 percent 
of such voting stock. Bonds or other evidences of indebtedness 
issued by the United States, any State or Territory, or the District of 
Columbia, or any political subdivision or instrumentality thereof are 
also permissible investments. In addition, the trust may be permitted 
to invest in the stock of a regulated investment company which meets 
the requirements of section 851. 

(d) Requirements for exemption from tax.—Subsection (d) of section 
405 provides that a restricted retirement fund loses its exemption 
from taxation under section 501(a) of the code if it engages in a pro- 
hibited transaction. In case a trustee knowingly engages in a pro- 
hibited transaction with respect to a member of the fund, the loss of 
exemption is applicable to the interest of such member in such fund 
for the taxable year in which the prohibited transaction occurs and 
for all subsequent taxable years. However, in such case the loss of 
exemption does not apply to the interests of the members who are not 
involved in the transaction until the taxable year following the taxa- 
ble year in which the trustee is notified by the Secretary or his delegate. 
If the trustee engages in a prohibited transaction without knowledge, 
the loss of exemption as to all members will apply for the taxable 
year following the taxable year in which the trustee receives notice 
from the Secretary or his delegate that he has engaged in a prohibited 
transaction and for all subsequent taxable years. ‘Thus, the innocent 
members will have an opportunity to transfer their interests to other 
qualified funds without tax consequences. For purposes of sub- 
section (d), the term “‘prohibited transaction” means any transaction 
in which the trustee— 

(1) Lends any part of the corpus or income of the fund to, 
(2) Pays any compensation for personal services rendered to 
the fund to, 
(3) Makes any part of its services available on a preferential 
basis to, or 
(4) Acquires for the fund any stock, securities, or evidences of 
indebtedness from, or sells any stock, securities, or evidences of 
indebtedness of the fund to 
any person described in section 503(c) (for this purpose treating each 
member of the plan as the grantor of the trust). If there is an amend- 
ment of a trust provision in violation of the requirements of sub- 
section (c), or if the trustee fails to comply with any provision of the 
trust instrument required by subsection (c), such amendment or such 
failure to comply shall be considered a prohibited transaction. 

(e) Other trust rules inapplicable—Subsection (e) of section 405 
provides that part I of subchapter J (sec. 641 and following, relating 
to estates, trusts, and beneficiaries) shall not apply with respect to 
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restricted retirement funds so long as they are exempt from tax under 
section 501(a). 

Exemption from taration.—Subsection (b) of section 4 of the bill 
amends section 501(a) of the Internal Revenue Code (relating to ex- 
emption from tax of certain organizations) by adding a new sentence. 
The amendment provides that a restricted retirement fund (as de- 
fined in sec. 405) shall be exempt from the income tax, except to the 
extent such exemption is denied under section 405(d) of the code. 


SECTION 5. 







TECHNICAL AMENDMENTS 

























(a) Retirement income credit.—Section 5(a) of the bill amends 
section 37(c) of the 1954 Code, which relates to the definition of retire- 
ment income for purposes of the retirement-income credit. The 
amendment provides that amounts received from restricted retirement 
funds or policies shall not be treated as retirement income for purposes 
of computing the retirement-income credit against tax under section 
37. 

(b) Treatment of amounts received by beneficiary under restricted 
retirement fund or policy.—Section 5(b) of the bill amends section 691 
of the 1954 Code (relating to recipients of income in respect of de- 
cedents) by relettering subsection (e) as subsection (f), and by insert- 
ing after subsection (d) a new subsection (e). The new subsection 
provides that amounts received after the death of a member of a 
restricted retirement fund, or after the death of the insured under a 
restricted retirement policy, from such fund or under such policy, 
shall, to the extent included in gross income under section 78 of the 
code, be considered as income in respect of a decedent under section 
691(a). Asa result, section 1014(a) of the code (relating to the basis 
of property acquire ‘d from a decedent) shall not apply to the amounts 
so received. However, a spouse or other beneficiary under a restricted 
retirement fund or policy will be allowed a deduction for estate taxes 
under section 691(c). 

(c) Information requirements.—Section 5(c) of the bill adds a new 
section, section 6047, to the Internal Revenue Code. ‘The new section 
requires every bank which is a trustee of a restricted retirement fund 
and every insurance company which is the issuer of a restricted policy 
to file such returns, keep such records, make such identification of 
policies and funds (and accounts within such funds) and supply such 
information as the Secretary or his delegate shall by forms or regula- 
tions prescribe. Section 6047 also requires the members of restricted 
retirement funds and persons who are insured under restricted retire- 
ment policies to furnish the bank or insurance company with such in- 
formation as the Secretary or his delegate shall by forms or regulations 
prescribe. Section 5(c) of the bill also amends section 7207 of the 
code, which relates to fraudulent returns, statements, or other docu- 
ments. The amendment provides that any person required, pursuant 
to section 6047, to furnish any information to any bank or insurance 
company who willfully furnishes any information known by him to be 
fraudulent or to be false as to any material matter shall be fined not 
more than $1,000, or imprisoned not more than 1 year, or both. 

Section 6 of the bill provides that the amendments ’made by this 


bill shall apply only with respect to taxable years beginning after 
December 31, 1958. 
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SECTION 6. TAXABLE YEARS TO WHICH APPLICABLE 


Section 6 of the bill provides that the amendments made by this 
bill shall apply only with respect to taxable years beginning after 
December 31, 1958. 


VI. CHANGES IN EXISTING LAW 
In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 


enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


Subtitle A—Income Taxes 


* * * * * * * 


CHAPTER 1—NORMAL TAXES AND SURTAXES 


* * * * * ed * 


Subchapter A. Determination of Tax Liability 


* x * * * 


PART IV—CREDITS AGAINST TAX 


Sec. 31. Tax withheld on wages. 

Sec. 32. Tax withheld at source on nonresident aliens and foreign 
corporations and on tax-free covénant bonds. 

Sec. 33. Taxes of foreign countries and possessions of the United 
States 

Sec. 34. Dividends received by individuals. 

Sec. 35. Partially tax-exempt interests received by individuals. 

Sec. 36. Credits not allowed to individuals paying optional tax or 
taking standard deduction. 

Sec. 37. Retirement income. 

Sec. 38. Overpayments of tax, 


* * * * 


SEC. 37. RETIREMENT INCOME. 


(a) GENERAL Ruie.—In the case of an individual who has received 
earned income before the beginning of the taxable year, there shall 
be allowed as a credit against the tax imposed by this chapter for 
the taxable year an amount equal to the amount received by such 
individual as retirement income (as defined in subsection (c) and as 
limited by subsection (d)), multiplied by the rate provided in section 1 
for the first $2,000 of taxable income; but this credit shal] not exceed 
such tax reduced by the credits allowable under section 32(2) (relat- 
ing to tax withheld at source on tax-free covenant bonds), section 33 
(relating to foreign tax credit), section 34 (relating to credit for divi- 
dends received by individuals), and section 35 (relating to partially 
tax exempt interest), 
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(b) Inpivinvat Wao Has Recetvep Earnep [ncome.—For pur- 
poses of subsection (a), an individual shall be considered to have 
received earned income if he has received, in each of any 10 calendar 
years before the taxable year, earned income (as defined in subsec- 
tion (g)) in excess of $600. A widow or widower whose spouse had 
received such earned income shall be considered to have received 
earned income. 
(c) ReriremeNT INcome.—For purposes of subsection (a), the term 
‘Tetirement income” means— 
(1) in the case of an individual who has attained the age of 65 
before the close of the taxable year, income from— 
(A) pensions and annuities, 
(B) interest, 
(C) rents, and 
(D) dividends, or 
(2) in the case of an individual who has not attained the age 
of 65 before the close of the taxable year, income from pensions 
and annuities under a public retirement system (as defined in 
subsection (f)), 
to the extent included in gross income without reference to this section, 
but only to the extent such income does not represent compensation 
for personal services rendered during the taxable year. Such term does 
not include any amount received from a restricted retirement fund (as 
defined in section 405) or under a restricted retirement policy (as defined 
in section 217(f)). 
* 


* * * * * 


Subchapter B—Computation of Taxable Income 


* 





© 





* * * 





* 
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PART I—DEFINITION OF GROSS INCOME, ADJUSTED 
GROSS INCOME, AND TAXABLE INCOME 


sec. 61. Gross income defined. 
Sec. 62. Adjusted gross income defined. 
Sec. 63. Taxable income defined. 

* 
















* * * x 


SEC. 62. ADJUSTED GROSS INCOME DEFINED. 


For purposes of this subtitle, the term ‘adjusted gross income” 
means, in the case of an individual, gross income minus the following 
deductions: 

(1) TRADE AND BUSINESS DEDUCTIONS.—The deductions al- 
lowed by this chapter (other than by part VII of this subchapter) 
which are attributable to a trade or business carried on by the 
taxpayer, if such trade or business does not consist of the per- 
formance of services by the taxpayer as an employee. 

(2) TRADE AND BUSINESS DEDUCTIONS OF EMPLOYEES.— 

(A) RempurseD ExPENSES.—The deductions allowed by 
part VI (sec. 161 and following) which consist of expenses 
paid or incurred by the taxpayer, in connection with the per- 
formance by him of services as an employee, under a reim- 

bursement or other expense allowance arrangement with his 
employer. 
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(B) ExpENSES FOR TRAVEL AWAY FROM HOME.—The dc- 
ductions allowed by part VI (sec. 161 and following) which 
consist of expenses of travel, meals, and lodging while away 
from home, paid or incurred by the taxpayer in connection 
with the performance by him of services as an employee. 

(C) TRANSPORTATION EXPENSES.—The deductions allowed 
by part VI (sec. 161 and following) which consist of expenses 
of transportation paid or incurred by the taxpayer in con- 
nection with the performance by him of services as an 
employee. 

(D) Oursipe sALesMEN.—-The deductions allowed by 
part VI (sec. 161 and following) which are attributable to a 
trade or business carried on by the taxpayer, if such trade or 
business consists of the performance of services by the tax- 
payer as an employee and if such trade or business is to solicit, 
away from the employer’s place of business, business for the 
employer. 

(3) LONG-TERM CAPITAL GAINS.—The deduction allowed by 
section 1202. 

(4) Losses FROM SALE OR EXCHANGE OF PpROPERTY.—The 
deductions allowed by part VI (sec. 161 and following) as losses 
from the sale or exchange of property. 

(5) DepucTIONS ATTRIBUTABLE TO RENTS AND ROYALTIES.— 
The deductions allowed by part VI (sec. 161 and following), by 
section 212 (relating to expenses for production of income), and 
by section 611 (relating to depletion) which are attributable to 
property held for the production of rents or royalties. 

(6) CERTAIN DEDUCTIONS OF LIFE TENANTS AND INCOME BENE- 
FICIARIES OF PROPERTY.—In the case of a life tenant of property, 
or an income beneficiary of property held in trust, or an heir, 
legatee, or devisee of an estate, the deduction for ‘depreciation 
allowed by section 167 and the deduction allowed by section 611. 

(7) Depucrion OF AMOUNTS PAID AS RETIREMENT DEPOSITS.— 
The deduction allowed by section 217. 


Nothing in this section shall permit the same item to be deducted 
more than once. 


* * * * * * * 


PART II—ITEMS SPECIFICALLY INCLUDED IN 
GROSS INCOME 


Sec. 71. Alimony and separate maintenance payments. 

Sec. 72. Annuities; certain proceeds of endowment and life insurance 
contracts. 

Sec. 73. Services of child. 

Sec. 74. Prizes and awards. 

Sec. 75. Dealers in tax-exempt securities. 

Sec. 76. Mortgages made or obligations issued by joint-stock land 
banks. 

Sec. 77. Commodity credit loans. 

Sec. 78. Amounts received from restricted retirement funds or policies. 


* * *” = * * * 


SEC. 72. ANNUITIES; CERTAIN PROCEEDS OF ENDOWMENT AND 


LIFE INSURANCE CONTRACTS. 


* * * 
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[(m) Cross Rererence.— 


[For limitation on adjustments to basis of annuity contracts sold, see 
section 1021.] 


(m) Cross Rerzerences.— 


(1) For special rules relating to amounts received under 
restricted retirement policies, see section 78. 

(2) For limitations on adjustments to basis of annuity con- 
tracts sold, see section 1021. 


* 












a 





. 





* 
SEC. 78. AMOUNTS RECEIVED FROM 
FUNDS OR POLICIES. 
(a) Resrricrep Retirement Funps.— 

(1) In GeENERAL.—Except as otherwise provided in this section, 
amounts of money and the fair market value of property received 
from a restricted retirement fund shall be included in the recipient’s 
gross income for the taxable year in which received. 

(2) SpecraL ruLES.—In the case of a restricted retirement fund— 

(A) Rerurn oF ExcESS conrrisuTions.—There shall be 
excluded from gross income any amount received which has 
become an excess contribution by reason of the disallowance of 
a deduction taken with respect to amounts paid to the fund, but 
oniy if such excess contribution (and the income attributable 
thereto) ts returned as provided in section 405(c)(2)(D). The 
exclusion provided by this subparagraph shall not apply to 
income attributable to any such excess contribution. 

(B) Conrrisurions KNOWN TO BE ExcESsive.—If at any 
time an individual knowingly makes contributions to one or 
more restricted retirement funds in excess of the amount which 
he reasonably believes unll be allowable as a deduction: for such 
contributions for the tazable year, his entire interest in all 
restricted retirement funds shall be treated for purposes of 
paragraph (1) as amounts received during such taxable year. 

(C) Disrrisurion or annuitTirs.—Notwithstanding any 
other provision of this subtitle, no amount shall be ineludible 
im gross income by reason of the receipt of an annuity contract 
from such fund, if such contract and the distribution thereof 
meets the requirements of section 406. 

(3) Pronipirep TRANSACTIONS, ETc.—I the trustee of a restricted 
retirement fund knowingly engages in a prohibited transaction 
(within the meaning of section 405(d)(8)), the member (or members) 
an respect of whom such transaction occurred shall be treated as 
having received, in his taxable year in which such transaction 
occurred, his entire interest in the fund. The period for assessing 
a deficiency for any taxable year, to the extent attributable to the 
interest described in the preceding sentence, shall not expire before 
one year afer the date on which the Secretary or his delegate is 
notified, in such manner as he shall by regulations prescribe, of 
such prohibited transaction. 

(4) Basis.—The adjusted basis of any person in a restricted 
retirement fund shall be zero. 

(b) Potierzs.— 

(1) GENERAL RULE.—Any amount received under a restricted 

retirement policy shall be taxable under section 72 (relating to 
annuities) with the modifications set forth in paragraph (2). 





* * 
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(2) AppPLicaTION oF sEcTIoN 72.—In applying section 72 for 
purposes of paragra ph (1)— 

(A) Section 72(e) (8) shall not apply. 

(B) Notwithstanding section 72(e)(1)(B), any amount re- 
ceived before the annuity starting date shall be included in the 
recipient’s gross income tor the taxable year in which received 
to the extent that— 

(i) such amount, plus all amounts therebefore received 
by all persons under such policies and includible in gross 
income under this subparagraph, does not exceed 

(it) the aggregate amount allowed as a deduction under 
section 217 with respect to the policy for the taxable year 
and all prior taxable years. 

(C) In computing— 

(i) the aggregate amount of premiums or other con- 
sideration paid for the policy for purposes of section 
2(c)(1)(A) (relating to investment in contract), and 

(ii) the aggregate premiums or other consideration paid 
for purposes of section 72(e)(1)(B) (relating to certain 
amounts not received as an annuity), 

there shall not be taken into account any amount allowed as a 
deduction under section 217, nor (as determined under regula- 
tions prescribed by the Secretary or his delegate) any portion of 
the premiums or other consideration which is properly allocable 
to other than the cost of restricted retirement benefits (within the 
meaning of section 217 (f)(2)). Proper adjustment to basis, or 
premiums or other consideration paid, shall be made for ad- 
vances which are treated as income under paragraph (3)(B) 
and shall have been repaid. 

(3) Sprecrat rutes.—In the case of a restricted retirement 

policy— 

(A) PROCEEDS OF EIFE CONTRACTS PAYABLE BY REASON 
or peatH.—Paragraph (1) shall not apply to the extent that 
amounts received under a life insurance contract by reason of 
the death of the insured exceed the cash surrender value of such 
contract immediately before the death of the insured, and to such 
extent such amounts shall be treated as provided in section 101. 

(B) ae WING, PURCHASE OF INSURANCE.— 

1) If during any taxable year of the insured any part 
of be value of the policy is borrowed by the insured from 
the insurer, the amount so borrowed shall be treated for 
purposes of paragraph (1) as having been received by the 
insured under the policy during such taxable year. This 
clause shall not apply to a borrowing in an amount not 
in excess of the current annual premium, if applied to the 
payment of such premium and if repaid in full within 
12 months after the due date of such premium. 

(ii) If, under any option or under any other arrange- 
ment with the insurance company, any amount of the 
value of a restricted retirement policy is applied to the 
purchase of other than restricted retirement benefits (within 
the meaning of section 217(f)(2)), the entire cash surrender 
value of such policy at such time shall be treated for pur- 
poses of paragraph (1) as an amount received under such 
policy, except to the extent that such value is within 60 days 
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after such time irrevocably converted into a contract which 
provides only such restricted retirement benefits. 
(iit) This subparagraph shall not apply in the case of 
any borrowing or any purchase, to the extent that the agare- 
gate amount which has been so borrowed or applied does 
not exceed the cash surrender value at the time the policy 
(or a predecessor policy) became a restricted retirement 
policy. 

(C) AssienmMeNT oF conrracr.—If during any tazable 
year the insured assigns (or agrees to assign) any portion of the 
value of the policy in violation of section 217(f)(8), the entire 
cash surrender value of such policy at such time shall be treated 
for purposes of paragraph (1) as an amount received under 
such policy. 

(D) TAXATION OF CASH SURRENDER VALUE ON DEATH 
BEFORE AGE 70%.—If the insured dies before he attains age 
70%, the entire cash surrender value of a restricted retirement 
policy shall be treated for purposes of paragraph (1) as an 
amount received under the policy, except to the extent that such 
value is applied to provide an immediate annuity for his surviv- 
ing spouse which will be payable for her life (or for a term cer- 
tain not extending beyond her life expectancy). 

(c) CompuraTiIon or Tax.— 

(1) AMOUNTS TO WHICH SUBSECTION APPLIES.—This subsection 
shall apply only to amounts (other than dividends) referred to in 
subsection (a) or (b) which are received by any person while the self- 
employed individual is living and has not attained age 64% and in- 
cludible in such person’s gross income. 

(2) JNCOME TO BE SPREAD FOR PURPOSES OF COMPUTATION .— 

(A) In cenrraL.—lIf the aggregate of the amounts to which 
this subsection applies received by any person in his taxable 
year equals or exceeds $2,500, the increase in his tax for the 
taxable year in which such amounts are received shall not be less 
than 110 percent of the aggregate increase in taxes, for the taxable 
year and the 4 immediately preceding taxable years, which 
would have resulted if such amount had been included in such 
person’s gross income ratably over such taxable years. 

(B) PERIOD WHERE DEDUCTIONS HAVE BEEN TAKEN FOR 
LESS THAN 4 YEARS.—If the self-employed individual has been 
allowed deductions under section 217 for a number of prior taz- 
able years less than 4, subparagraph (A) shall be applied by 
taking into account a number of taxable years immediately pre- 
ceding the taxable year in which the amount was so received 
equal to such lesser number. 

(3) AMOUNTS AGGREGATING LESS THAN $2,500.—If paragraph (2) 
does not apply to a person for the taxable year, the increase in tax of 
such person for the taxable year attributable to the inclusion in gross 
income of amounts to which this subsection applies shall be 110 per- 
cent of such increase (computed without regard to this paragraph). 

(dq) Lome Sum Disreipurions or Entire JNTEREST.— 
(1) APPLICATION oF suBsECTION.—This subsection shall apply— 

(A) in the case of a self-employed individual, if— 
(i) after attaining age 64% he receives within one taxable 
year his entire interest under all his restricted retirement 
funds and policies, 
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(it) he has been allowed deductions under section 217 
for 5 or more prior taxable years (whether or not consecu- 
tive), and 

(iit) no person has theretofore received any amount 
under any of his restricted retirement funds or policies 
(other than dividends on such policies); and 

(B) in the case of the estate or other bencficiary of a deceased 
self-employed individual, if there is received by such bene- 
ficiary within one taxable year such beneficiary’s entire interest 
under all restricted retirement funds and policies of the deceased. 

(2) LimiratTion on TAx,—In any case to which this subsection 
applies, the tax attributable to the amounts so received for the taxable 
year in which so received shall not be greater than 5 times the increase 
in tax resulting from the inclusion in gross income of the recipient 
of 20 percent of the amount so received which is includible in gross 
anc ome. 

(e) DererminaTion or Taxaste Income.—Notwithstanding sec- 
tion 63 (relating to definition of taxable income), for purposes only of 
computing the tax under this chapter attributable to amounts includible 
in gross income by reason of this section, the taxable income of the recipient 
for the taxable year of receipt (and for an y other taxable year involved in 
the computation under subsection (c)) shall be treated as being not less 
than the amount by which— 

(1) the aggregate of such amounts so includible in gross income, 
exceeds 

(2) the amount of the deductions allowed for such taxable year 
under section 151 (relating to deductions for personal exe mptions). 

In any case in which the preceding sentence results in an increase in tax- 
able income for any taxable year, the resulting increase in the taxes imposed 
by section 1 or 8 for such taxable year shall not be reduced by any credit 
under part IV of subchapter A (other than section 31 thereof) which, but 
for this sentence, would be allowable. 

(f) Derinitrions.—For purposes of this section— 

(1) Sexr-emptoyep iInpivipuaL.—The term “self-employed 
individual” means an individual who has been allowed a deduction 
under section 217 for any taxable year. 

(2). Divipenp.—The term “dividend” means any amount 
received, by a policyholder of a restricted retirement policy in his 
capacity as a policyholder, which is in the nature of a dividend or 
similar distribution. 

(3) ResrricreD RETIREMENT FUND.—The term “‘restricted re- 
tirement fund” means any fund (including a predecessor fund) with 
respect to which the self-employed individual has been allowed a de- 
duction under section 217 for any taxable year. 

(4) ResrRicTED RETIREMENT PLOICY.—The term “‘restricted 
retirement policy’’ means any policy (including a predecessor policy) 
with respect to which the self-employed individual has been allowed a 
deduction under section 217 for any taxable year. 

* 2 + a « m * 
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PART VII—ADDITIONAL ITEMIZED DEDUCTIONS FOR 
INDIVIDUALS 


Allowance of deductions. 

Expenses for production of income, 

Medical, dental, etc., expenses. 

Expenses for care of certain dependents. 

Alimony, etc., payments. 

Amounts representing taxes and interest paid to co- 
operative housing corporation. 

217. Amounts paid as retirement deposits. 

(217.] 218. Cross references. 

+ * * ” * - 


SEC. 217. AMOUNTS PAID AS RETIREMENT DEPOSITS. 


(a) Genrrat Rute.—lIn the case of a self-employed individual, there 
shall be allowed as a deduction amounts paid by him within the taxable 
year as retirement deposits. Any amount paid by an individual as a 
retirement deposit on or before the 15th day of the fourth month following 
the close of the taxable year may, at his election (made under regulations 
prescribed by the Secretary or his delegate), be treated as having been 
paid on the last day of such taxable year. No deduction shall be allowed 


under this section for any taxable year of the taxpayer beginning after 
he attains age 70. 


(6) Limirarions.— 
(1) AnwnuaL Limir.—Except as provided in paragraph (2), the 
amount allowable under subsection (a) to any self-employed in- 
dividual for any taxable year shall not exceed whichever of the 
following is the lesser: 
(A) $2,500, or 
(B) 10 percent of his net earnnigs from self-employment (as 
defined in subsection (d)). 

(2) ANNUAL LIMIT FOR INDIVIDUALS ATTAINING AGE 50 BEFORE 
1959.—In the case of any individual who attained age 50 before Janu- 
ary 1, 1959, the annual limit for the taxable year provided by para- 
graph (1) shall be increased by one-tenth for each full year of his age 
un excess of 50, determined as of January 1, 1959. 

(3) Lirerime timir.—The aggregate amount allowed as deduc- 
tions to an individual under subsection (a) for all taxable years 
during his lifetime shall not exceed an amount equal to 20 times the 
maximum annual deduction allowable if the annual limit provided 
wn paragraph (1)(A) (computed without the application of paragraph 
(2)) were the only annual limit. 

(4) LireTIME LIMIT FOR PARTICIPANTS IN CERTAIN EMPLOYEE 
PLANS.—In the case of an individual who— 

(A) for any prior taxable year has received any amount under 

an employee plan (as defined in subsection (c)(2)(B)), or 
(B) at the close of the immediately preceding taxable year, has 

nonforfeitable rights in any such plan, 

if any portion of such amount or rights is attributable to an em- 
ployer contribution, the lifetime limit provided in paragraph (8) shall 
e computed by using (in lieu of 20) a lesser number, equal to 20 
reduced by the number of years of such individual’s service to which 
his rights under such plan are attributable. 
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(c) Sexr-Emptoyep InpivipvaL Derinep.— 
(1) In generaLt.—For purposes of this section, the term “‘self- 
employed individual” means, with respect to any taxable year, any 
individual who is subject to tax for the taxable year under section 
1401 (imposing a tax on self-employment income), or who would be 
subject to such tax for the taxable year but for— 

(A) paragraph (4) (relating to ministers of a church and 
members of a religious order) or paragraph (5) (relating to 
physicians, ete.) of sections 1402(c), or 

(B) section 1402(b)(1) (relating to reduction of net earnings 
for wages paid). 

(2) INDIVIDUALS COVERED BY CERTAIN EMPLOYEE PLANS.— 

(A) In @enerat.—Notwithstanding paragraph (1), the 
term ‘self-employed individual’, with respect to any taxable year, 
does not include an individual— 

(i) who during such taxable year receives an amount 
any portion of which is attributable to an employer contri- 
bution under an employee plan, or 

(ii) in respect to whom during such taxable year an 
employer contribution is made (or treated under section 
404(a)(6) as having been made) under an employee plan, 
whether or not such individual’s rights under the plan are 
nonforfeitable. 

(B) Empioyere PLAN peFINED.—For purposes of subpara- 
graph (A) of this paragraph and subsection (b)(4), the term 
“employee plan’? means— 

(i) a pension, profit-sharing, or stock bonus plan de- 
scribed in section 401(a) which is exempt from tax under 
section 501(a), or an annuity plan meeting the require- 
ments of section 401(a) (8), (4), (5), and (6), or 

(ii) a pension plan established for its employees by the 
United States or any agency thereof, by a State or Territory 
or the District of Columbia or any political subdivision or 
instrumentality thereof, or by any organization described 
an section 501(c)(8) (relating to religious, charitable, etc., 
organizations) which is exempt from tax under section 
601(a). 

For purposes of this subparagraph, references to provisions of 
this chapter shall be treated as including references to the corre- 
sponding provisions of the Internal Revenue Code of 1939. 

(dq) Ner Earnines From Sevr-Emproyment Derinev.—For pur- 
poses of this section, the term “net earnings from self-employment” means 
the net earnings from self-employment as defined in section 1402 (a), but 
determined— 

a) without regard to paragraphs (4) and (5) of section 1402(c), 
an 
(2) without regard to items which are not included in gross income 
for purposes of this chapter, and the deductions properly allocable 
to or chargeable against such items. 
(e) Rerrrement Derosir Derinev.—For purposes of this section, 
the term “retirement deposit” means a payment in money to— 
(1) a restricted retirement fund (as defined in section 405(a)), or 
(2) a domestic life insurance company (as defined in section 801) 
as premiums under a restricted retirement policy issued on the life of 
the taxpayer. 
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In the case of premiums described in paragraph (2), only that portion of 
such premiums which (under regulations prescribed by the Secretary or his 
delegate) is properly allocable to the cost of restricted retirement benefits 
shall be allowable as a deduction under this section. 

(f) Resrricrep ReriremenrT Poricy Derinev.— 

(1) In @eneraLt.—For purposes of this section, the term 
“restricted retirement policy” means a contract (other than a term 
insurance contract) which is an annuity, endowment, or life insur- 
ance contract, or combination thereof— 

(A) issued by a domestic life insurance company (as defined 
in section 801) on the life of the taxpayer, 

(B) which provides for the payment of restricted retirement 
benefits, and 

(C) which meets the requirements of paragraph (8). 

(2) ResrricTED RETIREMENT BENEFITS.—For purposes of 
paragraph (1)(B), a policy shall be treated as providing restricted 
retirement benefits only if it provides that the entire value of the 
policy is payable in one or more of the following methods: 

(A) to the insured not later than at age 70%, 

(B) to the insured as a life annuity (which may provide 
for a minimum term certain not extending beyond his life 
expectancy), beginning not later than at age 70%, 

(C) to the insured and his spouse as a joint life annuity or 
as a joint and survivor annuity (which may provide for a 
minimum term certain not extending beyond the insured’s life 
expectancy), beginning not later than the time the insured 
attains age 70%, or 

(D) to the insured (or, in the event of his death, to his 
beneficiary) as an annuity certain beginning not later than the 
time the insured attains age 70% and not extending beyond his 
life expectancy. 

No annuity shall be treated as satisfying the requirements of sub- 
paragraph (B), (C), or (D) af %# provides for payments which 
(after annuity payments begin) may increase for any reason other 
than dividends or increases in investment income allocable to the 
policy. 

(8) ResTRICTED RETIREMENT POLICIES MUST BE NONASSIGN- 

ABLE, ETC.— 

(A) In eeneraL.—To meet the requirements of this para- 
graph, a poliey— 

(i) shall be nonassignable, and no verson other than the 
insured shall have any of the incidents of ownership, and 

(ii) shall not provide for life insurance protection after 
age 70%. 

(B) SpeciaL ruLEsS.—For purposes of subparagraph (A) (i), 
there shall not be taken into account— 

(i) the right to make any designation described in 
paragraph (2), 

(ir) the right to designate one or more beneficiaries to 
receive the proceeds payable in the event of the death of the 
insured before he attains age 70%, and 

(iii) any designation made pursuant to a right described 
tn clause (i) or (ii). 
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(g) Ipenriricarion or Poticres anp Fonps.— 
(1) Potrcres.—No deduction shall be allowed under this section 
with respect to any amount paid as a premium on a restricted retire- 
ment policy for any period before such policy has been identified as 
such, in such manner and form as the Secretary or his delegate shall 
by regulations prescribe. 

(2) Funps.—No deduction shall be allowed under this section 
with respect to any amount paid to a restricted retirement fund by any 
individual before such fund has been identified as such, and before 
such individual has been identified as a participant in such fund, 
in such manner and form as the Secretary or his delegate shall by 
regulations prescribe. 

(h) Face-Amounr Cerriricates.—For purposes of this title, any 
reference to a restricted retirement policy as defined in subsection (f) of 
this section shall be treated as including a face-amount certificate, as 
defined in section 2(a)(15) of the Investment Company Act of 1940 
(15 U.S.C., sec. 80a—2), issued after December 31, 1954, but only if such 
certificate provides restricted retirement benefits within the meaning of 
subsection (f)(2) and meets the requirements of subsection 1) (3). With 
respect to any face amount certificate described in the preceding sentence, 
references to an insurance company or the insurer in this section and 
sections 78, 6047, and 7207 shall be treated as including a reference to 
the company issuing such certificate. 


(i) Cross Rerrrences.— 
(1) For taxation of amounts received from a restricted retire- 


ment fund or policy, see section 78. 
(2) For provisions relating to information requirements with 
respect to restricted retirement funds and policies, see section 


6047. 
SEC. [217] 218. CROSS REFERENCES. 
(1) For deduction for long-term capital gains in the case of a tax- 
payer other than a corporation, see section 1202. 
(2) For deductions in respect of a decedent, see section 691. 


* * * * * * * 


Subchapter C—Corporate Distributions and Adjustments 
Subchapter D—Deferred Compensation, Etc. 


7 








a 





* * * 


PART I—DISTRIBUTIONS BY CORPORATIONS 


a 








*x * 








- 





a 





* * 





Subpart C—Definitions; Constructive Ownership of Stock 
* * * * . * * 
SEC. 316. DIVIDEND DEFINED. 

(a) GenerAL Ruxte.—For purposes of this subtitle, the term 
“dividend” means any distribution of property made by a corporation 
to its shareholders— 

(1) out of its earnings and profits accumulated after February 

28, 1913, or 
(2) out of its earnings and profits of the taxable year (computed 
as of the close of the taxable year without diminution by reason 
of any distributions made during the taxable year), without 
regard to the amount of the earnings and profits at the time the 
distribution was made. 
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Except as otherwise provided in this subtitle, every distribution is 
made out of earnings and profits to the extent thereof, and from the 
most recently accumulated earnings and profits. To the extent that 
any distribution is, under any provision of this subchapter, treated as 
a distribution of property to which section 301 applies, such distribu- 
tion shall be treated as a distribution of property for purposes of this 
subsection. 
* * * - 4 ~ 7 
(b) Specrat Ruies.— 

(1) CERTAIN INSURANCE COMPANY DIVIDENDS.—The defini- 
tion in subsection (a) shall not apply to the term “dividend” as 
used in subchapter L in any case where the reference is to divi- 
dends of insurance companies paid to policyholders as such. 
The definition in subsection (a) shall not apply to the term “‘dividend’”’ 
as used in section 78 (relating to amounts received under restricted 
retirement funds and policies) or in section 217 (relating to deduction 
For retirement deposits). 

* ” * * * * * 


Subchapter D—Deferred Compensation, Etc. 


~ * * * * * x 


PART I—PENSION, PROFIT-SHARING, STOCK BONUS 
PLANS, ETC. 


Sec. 401. Qualified pension, profit-sharing, and stock bonus plans. 
Sec. 402. Taxability of beneficiary of employees’ trust. 
Sec. 403. Taxation of employee annuities. 
Sec. 404. Deduction for contributions of an employer to an em- 
ployees’ trust or annuity plan and compensation under 
a deferred-pavment plan. 
Sec. 405. Restricted retirement funds. 


* * * 











































* * 


SEC. 405. RESTRICTED RETIREMENT FUNDS. 





(a) In Generat.—For purposes of this chapter and section 6047, 
the term “restricted retirement fund” means a trust established under a 
retirement plan for one or more self-employed individuals. 

(6) Reriremenr Pian.—For purposes of subsection (a), the term 
“retirement plan” means a trust vnstrument for the exclusive benefit of 
the participating individual or individuals who are members of the plan, 
for the purpose of investing and reinvesting, and of distributing to the 
respective members of the plan, or to their estates or other beneficiaries, 
the corpus and income of the trust. 

(c) Requirements For Reriremenr Pxian.—A plan described in 
subsection (b) shall be treated as a retirement plan only if the requirements 
of paragraphs (1), (2), and (3) of this subsection are met: 

(1) Trusrez must BE BANK.—The trustee is a bank (as defined 
in section 581). 
(2) Terms or rrust.—Under the trust instrument— 
(A) INTEREST NONASSIGNABLE.—A member may not assign 
- agree to assign) any portion of his interest in the fund, but 
€ may— 


(i) designate one or more beneficiaries in the event of 
his death, or 
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(it) direct the trustee to transfer his entire interest to 
another restricted retirement fund designated by such 
member. 

(B) TERMINATION OF TRUST, ETC.— 

(i) Before the member attains age 70, his entire interest 
in the trust will be distributed or applied to the purchase of 
an annuity described in subparagraph (B), (C), or (D) of 
section 217(f)(2) which does not provide life insurance 
protection, and which is immediately distributed to the 
member, or he will have elected to have his entire interest in 
the trust distributed before he attains age 80 (with not less 
than 10 percent of the value of such interest, determined at 
age 70, being distributed in each taxable year beginning 
with the taxable year in which he attains age 70). 

(ii) If the member dies before he attains age 70, his 
entire trust will, within 5 years after the date of his death, 
be distributed, or applied to the purchase of an immediate 
annuity for his surviving spouse which will be payable for 
her life (or for a term certain not extending beyond her life 
expectancy) and which will be immediately distributed to 
such spouse. 

(C) Inrerests To BE ProporTIONATE.—If the trust has 
more than one member, the interest of each member shall be 
proportionate to the money he has paid in (or his interest which 
has been transferred thereto in accordance with subparagraph 
(A)(ii)), and to the income and other adjustments properly 
attributable thereto. 

(D) Rervrn or Excess conreisurions.—The trustee is 
required to distribute promptly to the member, any amount paid 
in by him for for any taxable year in excess of the amount 
deductible by such member for such year under section 217, 
together with all income attributable to such excess. 

(3) PERMISSIBLE INVESTMENTS.—Under the trust instrument, 


the trustee may not invest or reinvest the corpus or income of the 
trust other than in— 





(A) (i) stock or securities listed on a securities exchange 
which is registered with the Securities and Exchange Commission 
as a national securities exchange (not including stock and securi- 
tres in a corporation tf, immediately after the acquisition thereof, 
the aggregate ownership of voting stock in such corporation by 
the trust and by its members (including ownership attributed to 
such members under section 318) is more than 10 percent of 
such voting stock), (ii) bonds or other evidences of indebtedness 
issued by the Lnited States, any State or Territory, or the Dis- 
trict of Columbia, or any political subdivision or instrumentality 
of any of the foregoing, and (iit) stock in a regulated investment 
company meeting the requirements of section 851; and 

(B) the purchase, for the account in the plan of a member 
thereof, of an annuity on the life of such member (or a face- 
amount certificate which meets the requirements of section 
217(h)) which provides only restricted retirement benefits (within 
the meaning of section 217(f)(2)). 
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(d) Reqvrrements ror Exemuprion From Tax.— 

(1) In @eneRAL.—A restricted retirement fund which has en- 
gaged in a prohibited transaction shall not be exempt from taxation 
under section 501(a). 

) TaxaBLE YEARS arrecTteD.—Paragraph (1) shall apply 
only for taxable years after the taxable year during which the fund 
is notified by the Secretary or his delegate that it has engaged in a 
prohibited transaction; except that if the trustee knowingly engaged 
in @ prohibited transaction, paragraph (1) shall apply with respect 
to the accounts in the fund of the member or members in respect of 
whom such transaction occurred for the taxable year in which such 
transaction occurred and all taxable years thereafter. 

(3) PROHIBITED TRANSACTION DEFINED.—For purposes of this 
subsection, the term “prohibited transaction’? means any transaction 
in which the trustee— 

(A) lends any part of the corpus or income of the fund to; 
(B) pays any compensation for personal services rendered 
to the fund to; 


(C) makes any part of its services available on a preferential 
basis to; or 
(D) acquires for the fund any stock, securities, or evidences 
of indebtedness from, or sells any stock, securities, or evidences 
of indebtedness of the fund to, 
any person described in section 503(c) (for this purpose treating each 
member of the plan as the grantor of the trust). The term also in- 
cludes any transaction pursuant to which the fund ceases to meet any 
requirement of subsection (c) of this section, and any failure to com- 
ply with any provision of the trust instrument required by such 
subsection. 
(4) Cross REFERENCES.— 

(A) For tax consequences to members involved in a prohibited 
transaction, see section 78(a) (3). 

(B) For tax-free transfer of interests to other restricted 
retirement funds of members not involved in the prohibited 
transaction, see subsection (c)(2)(A) (ii). 

(e) Orzzr Trust Roves InappricaBLe.—The provisions of part I 
of subchapter J (section 641 and following, relating to estates, trusts, and 
beneficiaries) shall not apply with respect to restricted retirement funds, so 































long as they are exempt from tax under section 501 (a). 
a7 ~ . = * x a 
Subchapter F—Exempt Organizations 
- ~ * * * « = 
PART I—GENERAL RULE 
- * * * te * * 





SEC. 501. EXEMPTION FROM TAX ON CORPORATIONS, CERTAIN 
TRUSTS, ETC. 


(a) Exemption From Taxation.—An organization described in 
subsection (c) or (d) or section 401(a) shall be exempt from taxation 
under this subtitle unless such exemption is denied under section 502, 
503, or 504. A restricted retirement fund (as defined in section 405) 
shall be exempt from tax under this subtitle except to the extent such exemp- 
tion is denied under section 405(d). 


* * * * 
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Subchapter J—Estates, Trusts, Beneficiaries, and 
Decedents 











« » * * + 


PART I—ESTATES, TRUSTS, AND BENEFICIARIES 


7 








* 








* 








* 








~ * 


PART II—INCOME IN RESPECT OF DECEDENTS 


Sec. 691. Recipients of income in respect of decedents. 
Sec. 692. Income taxes of members of Armed Forces on death. 


SEC. 691. RECIPIENTS OF INCOME IN RESPECT OF DECEDENTS. 
(a) IncLusion 1n Gross INcoms.— 

(1) GENERAL RULE.—The amount of all items of gross income 
in respect of a decedent which are not properly meludible in 
respect of the taxable period in which falls the date of his death or 
a prior period (including the amount of all items of gross income 
in respect of a prior decedent, if the right to receive such amount 
was acquired by reason of the death of the prior decedent or by 
bequest, devise, or inheritance from the prior decedent) shall be 
included in the gross income, for the taxable year when received, 
of: 





a 
























(A) the estate of the decedent, if the right to receive the 
amount is acquired by the decedent’s estate from the 
decedent; 

(B) the person who, by reason of the death of thé decedent, 
acquires the right to receive the amount, if the right to 
receive the amount is not acquired by the decedent’s estate 
from the decedent; or 

(C) the person who acquires from the decedent the right to 
receive the amount by bequest, devise, or inheritance, if the 
amount is received after a distribution by the decedent’s 
estate of such right. 

(2) INCOME IN CASE OF SALE, ETC.—If a right, described in 
paragraph (1), to receive an amount is transferred by the estate 
of the decedent or a person who received such right by reason of 
the death of the decedent or by bequest, devise, or inheritance 
from the decedent, there shall be included in the gross income of 
the estate. or such person, as the case may be, for the taxable 
period in which the transfer occurs, the fair market value of such 
right at the time of such transfer plus the amount by which any 
consideration for the transfer exceeds such fair market value. 
For purposes of this paragraph, the term “transfer” includes sale, 
exchange, or other disposition, or the satisfaction of an installment 
ebligation at other than face value, but does not include trans- 
mission at death to the estate of the decedent or a transfer to a 
person pursuant to the right of such person to receive such 
amount by reason of the death of the decedent or by bequest, 
devise, or inheritance from the decedent. 

(3) CHARACTER OF INCOME DETERMINED BY REFERENCE TO 
DECEDENT.—The right, described in paragraph (1), to receive an 
amount shall be treated, in the hands of the estate of the decedent 
or any person who acquired such right by reason of the death of 
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the decedent, or by bequest, devise, or inheritance from the dece- 

dent, as if it had been acquired by the estate or such person in the 

transaction in which the right to receive the income was originally 

derived and the amount includible in gross income under para- 

graph (1) or (2) shall be considered in the hands of the estate or 

a person to have the character which it would have had in the 
hands of the decedent if the decedent had lived and received such 
amount. 

(4) INSTALLMENT OBLIGATIONS ACQUIRED FROM DECEDENT.—In 
the case of an installment obligation received by a decedent on 
the sale or other disposition of property, the income from which 
was properly reportable by the decedent on the installment basis 
under section 453, if such obligation is acquired by the decedent’s 
estate from the decedent or by any person by reason of the death 
of the decedent or by bequest, devise, or inheritance from the 
decedent— 

(A) an amount equal to the excess of the face amount of 
such obligation over the basis of the obligation in the hands 
of the decedent (determined under section 453 (d)) shall, for 
the purpose of paragraph (1), be considered as an item of 
gross income in respect of the decedent; and 

(B) such obligation shall, for purposes of paragraphs (2) 
and (3), be considered a right to receive an item of gross 
income in respect of the decedent, but the amount includible 
in gross income under paragraph (2) shall be reduced by an 
amount equal to the basis of the obligation in the hands of 
the decedent (determined under section 453(d)). 

(b) ALLowaNceE or Depuctions aNp Crepit.—The amount of any 
deduction specified in section 162, 163, 164, 212, or 611 (relating to 
deductions for expenses, interest, taxes, and depletion) or credit 
specified in section 33 (relating to foreign tax credit), in respect of a 
decedent which is not properly allowable to the decedent in respect 
of the taxable period in which falls the date of his death, or a prior 
period, shall be allowed: 

(1) ExpENSES, INTEREST, AND TAXES.—In the case of a deduc- 
tion specified in section 162, 163, 164, or 212 and a credit specified 
in section 33, in the taxable year when paid— 

(A) to the estate of the decedent; except that 
(B) if the estate of the decedent is not liable to discharge 
the obligation to which the deduction or credit relates, to the 
perpon who, by reason.of the death of the decedent or by 
equest, devise, or inheritance acquires, subject to such ob- 
ligation, from the decedent an interest in property of the 
decedent. 

(2) Dertetion.—In the case of the deduction specified in 
section 611, to the person described in subsection (a) (1) (A), (B) 
or (C) who, in the manner described therein, receives the income 
to which the deduction relates, in the taxable year when such 
income is received. 

(c) Depuction ror Estate Tax.— 

(1) ALLOWANCE OF DEDUCTION.— 

(A) GeNERAL RULE.—A person who includes an amount 
in gross income under subsection (a) shall be allowed, for 
the same taxable year, as a.deduction an amount which 
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bears the same ratio to the estate tax attributable to the 
net value for estate tax purposes of all the items described 
in subsection (a)(1) as the value for estate tax purposes of 
the items of gross income or portions thereof in respéct of 
which such person included the amount in gross income (or 
the amount included in gross income, whichever is lower) 
bears to the value for estate tax purposes of all the items 
described in subsection (a)(1). 

(B) Estates AND TRUsTs.—In the case of an estate or 
trust, the amount allowed as a deduction under subpara- 
graph (A) shall be computed by excluding from the gross 
income of the estate or trust the portion (if any) of the 
items described in subsection (a)(1) which is‘properly paid, 
credited, or to be distributed to the beneficiaries during the 
taxable year. This subparagraph shall apply to the same 
taxable years, and to the same extent, as is provided in 
section 683. 

(2) METHOD OF COMPUTING DEDUCTION.—For the purposes of 

paragraph (1)— 

(A) The term “estate tax’? means the tax imposed on the 
estate of the decedent or any prior decedent under section 
2001 or 2101, reduced by the credits against such tax. 

(B) The net value for estate tax purposes of all the items 
described in subsection (a)(1) shall be the excess of the 
value for estate tax purposes of all the items described in 
subsection (a)(1) over the deductions from the gross estate 
in respect of claims which represent the deductions and 
credit described in subsection (b). Such net value shall be 
determined with regard to the provisions of section 421(d) 
(6)(B), relating to the deduction for estate tax with respect 
to restricted stock options. 

(C) The estate tax attributable to such net value shall 
be an amount equal to the excess of the estate tax over the 
estate tax computed without including in the gross estate 
such net value. 

(d) AMounts Recetvep sy Survivina ANNUITANT UNDER JOINT 
AND Survivor Annuity Contract.— 

(1) DepuctTIon For ESTATE TAX.—For purposes of computing 

the deduction under subsection (c)(1)(A), amounts received by 

& surviving annuitant— 

(A) as an annuity under a joint and survivor annuity 
contract where the decedent annuitant died after Decem- 
ber 31, 1953, and after the annuity starting date (as defined 
in section 72(c)(4)), and 

(B) during the surviving annuitant’s life expectancy period, 

shall, to the extent included in gross income under seetion 72, be 

ere as amounts included in gross income under subsection 

a). 
(2) NET VALUE FOR ESTATE TAX PURPOSES.—In determining 
the net value for estate tax purposes under subsection (c)(2)(B) 
for purposes of this subsection, the value for estate tax purposes 
of the items described in paragraph (1) of this subsection shall 
be computed— 

A) by determining the excess of the value of the annuity 
at the date of the death of the deceased annuitant over the 
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total amount excludable from the gross income of the sur- 
viving annuitant under section 72 during the surviving 
annuitant’s life expectancy period, and 

(B) by multiplying the figure so obtained by the ratio 
which the value of the annuity for estate tax purposes bears 
to the value of the annuity at the date of the death of the 
deceased. 

(3) Derinitions.—For purposes of this subsection— 

(A) The term “‘life expectancy period’”’ means the period 
beginning with the first day of the first period for which an 
amount is received by the surviving annuitant under the con- 
tract and ending with the close of the taxable year with or 
in which falls the termination of the life expectancy of the 
surviving annuitant. For purposes of this subparagraph, the 
life expectancy of the surviving annuitant shall be deter- 
mined, as of the date of the death of the deceased annuitant, 
with reference to actuarial tables prescribed by the Secretary 
or his delegate. 

(B) The surviving annuitant’s expected return under the 
contract shall be computed, as of the death of the deceased 
annuitant, with reference to actuarial tables prescribed by 
the Secretary or his delegate. 

(e) Amounts Recetvep By Benericrary or A PARTICIPANT IN 
Resrricrep Retirement Funpv, Erc.—For purposes of this section, 
amounts received after the death of the member of a restricted retirement 
fund (as defined in section 405), or after the death of the insured under a 
restricted retirement policy (as defined in section 217(f)), from such fund 
or under such policy shall, to the extent included in gross income under 


section 78, be considered as amounts included in gross income under sub- 
section (a). 


[(e)] (f) Cross Rererence.— 


For application of this section to income in respect of a deceased 
partner, see section 753. 
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Subtitle F—Procedure and Administration 









CHAPTER 61—INFORMATION AND RETURNS 
Subchapter A—Returns and Records 
& * * a a “ * 











PART III—INFORMATION RETURNS 


+ 





* * * * ae ~ 









Subpart B—Information Concerning Transactions With Other 
Persons 












Sec. 6041. Information at source. 

Sec. 6042. Returns regarding corporate dividends, earnings, and 
profits. 

Sec. 6043. Return regarding corporate dissolution or liquidation. 

Sec. 6044. Returns regarding patronage dividends. 

Sec. 6045. Returns of brokers. 
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Sec. 6046. Returns as to formation or reorganization of foreign 
corporations. 
Sec. 6047. Information relating to restricted retirement funds and 
policies. 
* . * + * - * 


SEC. 6047. INFORMATION RELATING TO RESTRICTED RETIREMENT 
FUNDS AND POLICIES. 

(a) Banxs anv Insurance Companires.—Every bank which is a 
trustee of a restricted retirement fund (as defined in section 405), and 
every insurance company which is the issuer of a policy which is a re- 
stricted retirement policy (as defined in section 217(f)), shall file such 
returns (in such form and at such times), keep such records, make such 
identification of policies and funds (and accounts within such funds), 
and supply such information, as the Secretary or his delegate shall by 
forms or regulations prescribe. 

(b) Sexr-Emptoyep Inpivipuats.—Every individual who— 

(1) is @ member of a restricted retirement fund (as defined in 
section 405), or 
(2) is the insured under a restricted retirement policy (as defined 
in section 217(f)), 
shall furnish the bank or insurance company such information, at such 
times and in such form and manner, as the Secretary or his delegate shall 
by forms or regulations prescribe. 

(c) Cross Rererence.— 

For criminal penalty for furnishing fraudulent information, 
see section 7207. 
* * ” * * ” * 


CHAPTER 75—CRIMES, OTHER OFFENSES, AND 
FORFEITURES 


w * * 


Subchapter A—Crimes 


* * * 


PART I.—GENERAL PROVISIONS 


* * * * * * * 


SEC. 7207. FRAUDULENT RETURNS, STATEMENTS, OR OTHER DOCU- 
MENTS. 

Any person who willfully delivers or discloses to the Secretary or 
his delegate any list, return, account, statement, or other document, 
known by him to be fraudulent or to be false as to any material matter, 
shall be fined not more than $1,000, or imprisoned not more than 1 
year, or both. Any person required pursuant to section 6047(b) to 
furnish any information to any bank or insurance company who willfully 
furnishes any information known by him to be fraudulent or to be false 
as to any material matter shall be fined not more than $1,000, or im- 
prisoned not more than 1 year, or both. 





VII. MINORITY VIEWS OF THE HONORABLE JOHN W. 
BYRNES 


H.R. 10 should not be enacted at this time or in this form. 

The revenue loss under this bill would be $365 million a year. Such 
a loss in revenue would wipe out any hope of balancing the budget in 
this fiscal year and would lead to future budgetary problems. 

It should not be enacted in this form because it provides tax relief 
for one group of taxpayers while excluding others with the same or 
similar problem. 

I am sympathetic to the problem of self-employed people who do 
not possess the tax advantages for their retirement savings that are 
pronto to employees covered by company-financed pension plans. 

hey must finance their retirement savings out of income that is taxed 
currently whereas employees under pension plans are allowed to post- 
pone payment of the tax on contributions made by the employer until 
they are received in the form of pension benefits. 

The retirement savings of the self-employed, however, are not the 
only retirement savings which do not have the tax advantage of the 
funds contributed by employers under pension plans. Also discrimin- 
ated against are the retirement savings of employees not covered by 
pension plans and the retirement fund contributions of employees 
covered by pension plans providing for employee participation, such 
as the retirement savings of those who make contributions to social 
security, civil service retirement, railroad retirement and teacher 
retirement. 

H.R. 10 does not provide for these large and significant groups the 
tax reduction which it does for the self-employed. And, for good 
reason. According to ‘Treasury estimates, to allow all individuals tax 
deductions for their retirment savings comparable to those provided by 
H.R. 10 would result in a revenue loss of about $3 billion a year. 

Thus, H.R. 10 is not merely a bill to unbalance this year’s budget 
by causing a $365 million revenue loss which, in view of our fiscal 
plight, is alarming enough. This is a bill to reduce Federal revenue 
by $3 billion annually, because no Congress can, or should, give this 
tax advanatage to one group without eventually providing it for all 
other groups similarly situated. 

In addition, there are a number of technical and substantive prob- 
lems in H.R. 10 which were called to the attention of the committee 
by the Treasury Department. 1 am including the comments of the 
Treasury Department on the bill at the conclusion of this report. 

If we are to continue to spend at an exorbitant rate, we will continue 
to require high taxes. High taxes, which make retirement savings 
difficult, not the tax treatment of retirement savings, are at the heart 
of this bill. This problem will be alleviated, not by piecemeal ap- 

roaches such as this, but by a rigorous devotion to the duty of 
ringing spending within the limits of acceptable tax rates. If we 
continue to provide special relief to selected groups, as in this bill, 
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the aggregate revenue loss will be so substantial that we will be forced 
to postpone ever longer the time when general tax reductions are 
possible. 
JoHun W. Byrnes. 

(The following is the Departmental Report of the Department of 
the Treasury on H.R. 10) 

TREASURY DEPARTMENT, 
Washington, D.C., February 9, 1959. 
Hon. Wixtsvur D. Mitts, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuHatrMan: This is in response to a request for the 
views of this Department on H.R. 9, introduced by Mr. Simpson, and 
H.R. 10, introduced by Mr. Keogh, to encourage the establishment 
of voluntary pension plans by self-employed individuals. 

H.R. 9 and H.R. 10 would allow self-employed people to deduct 
amounts up to 10 percent of their otherwise taxable income from 
self-employment, provided they invest such amounts in certain speci- 
fied types of retirement funds, annuities and insurance contracts. 
Individual retirement funds which are not made up exclusively of 
annuities and insurance contracts must be placed with a bank as 
trustee. There would be an annual ceiling on the deduction of $2,500 
and a lifetime ceiling of $50,000. 

The bills would allow individuals who are 50 years of age or over 
at the effective date to increase their regular deductions by investing 
additional amounts in the retirement funds. They could get an 
extra deduction of 1 percent of self-employment income for each 
year that their age exceeds 50 on the effective date of the bills by 
investing these additional amounts. These extra deductions would 
cease after the taxable year in which the individual reaches the age 
of 70. 

Participants withdrawing the funds invested under the plan after 
reaching the age of 65 would generally be required to include the entire 
proceeds in taxable income in the year the withdrawal occurs. How- 
ever, a special averaging procedure would apply where a participant 
withdraws his funds in a lump sum in one taxable year after the age of 
65. The tax on such proceeds would be limited to five times the tax 
resulting from including one-fifth of the lump sum in the participant’s 
taxable income in the year of withdrawal. Withdrawals made before 
the participant reaches the age of 65 would be taxed at a rate of 110 
percent of the liability otherwise resulting from including such sums 
in taxable income. However, if such withdrawals amount to $2,500 
or more they would be taxed at 110 percent of the liability resulting 
from spreading them in equal parts over the taxable year and up to 
4 immediately preceding years, with the number of preceding years 
taken into consideration for this purpose depending on the number of 
years over which the funds had been invested. 

To prevent indefinite postponement of tax on the sums invested 
under the plan, in all cases withdrawals of such funds would have to 
be started not later than the age of 70. 

The Treasury Department recognizes that present law does not 
give self-employed people tax treatment for their retirement savings 
comparable to that now accorded to employees covered by employer- 
financed pension plans. The Treasury Department nevertheless is 
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d opposed to the enactment of H.R. 9 and H.R. 10 at this time on 
re revenue grounds as stated at the conclusion of this letter. In addi- 
tion, there are a number of technical and substantive problems which 
the Department wishes to bring to the attention of the committee. 
of The bills seek to achieve greater equality between employees and 
self-employed persons in the pension area by allowing clloumlenea 
persons to participate in the voluntary retirement plans. However, 
to grant self-employed individuals such benefits without at the same 
time making some provision for the retirement of their employees 
would appear difficult to justify. For this reason, consideration might 
be given to limiting participation under the bill to those self-employed 
he individuals who establish and finance pension plans for their employees 
nd which qualify as nondiscriminatory under the 1954 Revenue Code 
nt and provide benefits comparable to those available under H.R. 9 and 
H.R. 10. Another approach to this problem would be to allow self- 
ict employed individuals to be considered employees for purposes of the 
om ension plan provisions of the code and thus permit them to be covered 
Cl- ty qualified pension plans. The latter proposal, however, would re- 
rts. quire modification in order to provide an effective limitation on deduc- 
of tions in the case of self-employed individuals who have no employees 
as or who have a rapid turnover of employees. 
900 Although H.R. 9 and H.R. 10 are intended to provide tax relief 
for funds set aside for retirement purposes, there is no effective means 
ver provided to prevent or discourage the withdrawal and consumption 
Ng of the specified savings before the age of retirement. The relatively 
an moderate “penalty” imposed on withdrawals under H.R. 9 and H.R. 
ach 10 would frequently be more than offset by the tax advantages result- 
| by ing from spreading the income over as long as a 5-year period for tax 
yuld purposes. Consequently, people with fluctuating incomes would have 
age the incentive to use the plan for averaging their incomes rather than 
for retirement purposes, since they would be able to withdraw savings 
fter made under the plan with tax advantage when their incomes are 
tire | relatively low. 
low- It would appear desirable, therefore, if the plan is to achieve its 
pant | basic objective of providing tax relief for funds set aside for retirement 
ze of | purposes, to adopt an effective means of preventing its use for annual 
» taX | averaging purposes. A reasonable approach in this area would be to 
ant’S | require the establishment of irrevocable trusts specifying that the 
efore | funds cannot be withdrawn before the participant reaches the age of 
f 110 | 65, except in the event of permanent disability or other emergency. 
sums | In any event, it would be helpful if the penalty on premature with- 
2,500 | drawals were broadened to impose a tax equal to 110 percent of the 
iting | higher of: (1) the tax resulting from including the entire amount of 
up tO | the withdrawals in the income of the current year, or (2) the tax 
years | resulting from spreading the withdrawal in equal parts over the current 
yer Of | yesr and the 4 precec ing years. Since this procedure would re- 
quire that an independent trustee determine the need for withdrawal 
ested | before age 65 and that the minimum tax on premature withdrawals 
ve tO | would be computed with reference to income over a period of years, 
it would limit the opportunities to realize large tax savings by with- 
s not | drawing funds in an unusually low income year before the age of 65. 
ivings The requirement under the bills that a participant who sets up an 
— individual retirement fund (not made up exclusively of insurance con- 
ess is 





tracts and annuities purchased from imsurance companies) have a 
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bank act as a trustee would help to prevent abuses and to insure that 
individuals will get tax deductions only for funds which they actually 
invest under the plan. However, to reduce the cost of participating 
in the plan, an exception might be made for certain types of invest- 
ment which do not appear to need the services of a trustee. For ex- 
ample, individuals might be permitted to purchase stock in a regulated 
investment company directly without the use of a trustee, provided 
there are appropriate safeguards and the company agrees to provide 
the Government with information regarding purchases and sales of 
its stock under the plan. Similarly, consideration might be given to 
allowing participants to receive the tax deductions for direct invest- 
ment in specified Government bonds which might be issued specifi- 
cally for this purpose. 

.R. 9 and H.R. 10 would involve a revenue loss amounting to an 
estimated $365 million annually. The extra deductions allowed for 
those 50 years of age or over at the effective date of the bill would 
account for about one-fourth of this revenue loss. These estimates 
assume that actual deductions would be only a part of the maximum 
allowable, ranging from 15 percent of the maximum for taxpayers 
with less than $3,000 of income to 66% percent of the maximum for 
those with more than $20,000 of income. In view of the present 
budgetary situation, revenue losses of this magnitude cannot be 
afforded at the present time. 

Moreover, the adoption of H.R. 9 and H.R. 10, in whatever limited 
or modified form, might well constitute a precedent for more wide- 
spread adoption of this kind of special relief. If all taxpayers were 
allowed deductions for retirement savings up to 10 percent of their 
adjusted gross income or $2,500 a year, with the maximum also 
raised for persons over 50 years of age, as provided in the bills, it is 
estimated that the revenue loss would be $3 billion a year. Again, 
this estimate is based on the partial degree of utilization of maximum 
allowances previously assumed for various income levels. There 
would be a substantially greater potential revenue loss if there were 
fuller utilization of the allowance. 

Because of these compelling considerations, the Treasury Depart- 
ment is opposed to the enactment of H.R. 9 and H.R. 10 and recom- 
mends that these bills should be reconsidered when the budgetary 
situation is more favorable for tax reduction. 

The Bureau of the Budget has advised the Treasury Department 
that there is no objection to the presentation of this report. 


Sincerely yours, 
Davin A. Linpsay, 


Assistant to the Secretary. 
O 
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86TH CONGRESS t HOUSE OF REPRESENTATIVES | REPORT 


TEMPORARY SUSPENSION OF PROCESSING TAX 
ON PALM OIL 


FespruakRyY 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Commiitee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 147] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 147) to suspend temporarily the tax on the processing of palm 
oil, palm-kernel oil, and fatty acids, salts, and combinations or 
mixtures thereof, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 147 is to suspend through June 30, 1960, the 
3-cent-per-pound tax imposed on the first domestic processing of palm 
oil, palm-kernel oil, and fatty acids or salts derived therefrom, in order 
to place palm oil and palm-kernel oil on a competitive parity with 
coconut and babassu on 


GENERAL STATEMENT 


Public Law 85-235, approved August 30, 1957, suspends through 
June 30, 1960, the 3-cent-per-pound tax imposed on the first domestic 
processing of coconut oil by section 4511(a) of the Internal Revenue 
Code of 1954. This suspension, which was provided by action of the 
Senate in considering H.R. 2842 of the Ist session of the 85th Congress, 
places palm oil and palm-kernel oil at a competitive disadvantage, 
since such oils are used for the same general purposes as coconut oil 
and babassu oil on which no processing tax is imposed. To restore 
the competitive balance between palm oil and palm-kernel oil and 
competing coconut and babassu oils, your committee’s bill would 
suspend the 3-cent-per-pound tax on the first domestic processing of 
such oils for the period which begins with the first day of the first 
month which begins more than 10 days after the date of enactment 
of the bill and ends with the close of June 30, 1960. 

Your committee is unanimous in ordering the bill favorably reported, 


O 
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86TH Congress }) HOUSE OF REPRESENTATIVES Report 
1st Session No. 66 


SOCIAL SECURITY COVERAGE FOR NONPROFESSIONAL 
SCHOOL DISTRICT EMPLOYEES 


Fesrvuary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. M111s, from the Committee on Ways and Means, submitted 
the following 


REPORT 
[To accompany H.R. 213] 


The Committee on Ways and Means to whom was referred the bill 
(H.R. 213) to provide that certain State agreements under section 218 
of the Social Security Act may be modified to secure coverage for 


nonprofessional school district aenyee without regard to the exist- 
1 


ing limitations upon the time within which such a modification ma 
be made, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 


Page 1, before the period in line 4, insert: 
and inserting in lieu thereof ‘“‘prior to January 1, 1962,” 


Amend the title so as to read: 


A bill to provide additional time within which certain 
State agreements under section 218 of the Social Security Act 
may be modified to secure coverage for nonprofessional schoo) 
district employees. 

PURPOSE 


The purpose of H.R. 213 is to provide an additional period of time 
within which certain State agreements under section 218 of the Social 
Security Act may be modified to secure coverage for nonprofessional 
school district. employees. 


GENERAL STATEMENT 


Your committee’s bill would reinstate, until January 1, 1962, a 
provision of the Social Security Amendments of 1956 under which 
eight specified States and the Territory of Hawaii could provide old- 
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2 SOCIAL SECURITY FOR CERTAIN SCHOOL EMPLOYEES 


age, survivors, and disability insurance coverage for certain nonpro- 
fessional school district employees without a referendum and as a 
group separate from the professional employees who are in positions 
under the same retitfement system. The provision, which was enacted 
into law on August 1, 1956, and which expired on July 1, 1957, made 
an exception to the general requirement that an extension of old-age, 
survivors, and disability insurance coverage to a retirement.system 
group must be applicable to all employees in positions under the 
retirement system, and the provision was intended to facilitate old-age, 
survivors, and disability insurance coverage for nonprofessional school 
district employees included under staff retirement systems. The pro- 
vision, however, was in effect for less than a year and your committee 
has been advised that at least some of the States named in the pro- 
vision did not secure the desired coverage before the provision expired. 
Your committee is of the opinion that because of the relative shortness 
of the period during which the provision was in effect, and because 
the objectives of the legislation were not accomplished during that 
o— it is desirable that a temporary reinstatement of this provision 
be made in order to give the specified States additional time in which 
to obtain coverage under the provision. Your committee recognizes 
that some of the specified States may need State enabling legislation 
in order to obtain coverage under the provision, and that the legis- 
lative bodies of almost all of these States meet only in odd-numbered 
years. The committee bill would, therefore, reinstate the provisions 
until January 1, 1962. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is 
proposed is shown in roman): 


Secrion 104(f) or tHe Socrat Securtry AMENDMENTS OF 1956 


Certain Nonprofessional School District Employees 


(f) Notwithstanding the provisions of subsection (d) of section 218 
of the Social Security Act, any agreement under such section entered 
into prior to the date of enactment of this Act by the State of Florida, 
Nevada, New Mexico, Minnesota, Oklahoma, Pennsylvania, Texas, 
Washington, or the Territory of Hawaii shall if the State or Territory 
concerned so requests, be modified [prior to July 1, 1957,] so as to 
apply to services performed by employees of the respective public 
school districts of such State or Territory who, on the date such 
such agreement is made applicable to such services, are not in positions 
the incumbents of which are required by State or Territorial law or 
regulation to have valid State or Territorial teachers’ or adminis- 
trators’ certificates in order to receive pay for their services. The 
provisions. of this subsection shall not aah to services of any such 
employees to which any such agreement applies without regard to this 
subsection, 

O 





86TH CONGRESS HOUSE OF REPRESENTATIVES REpPortT 
Ist Session | No. 67 


REVISION OF LAWS RELATING TO DEPOSITORY 
LIBRARIES 


FEBRUARY 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hays, from the Committee on House Administration, submitted 
the following 


REPORT 


{To accompany H. R. 519] 


The Committee on House Administration, to whom was referred 
the bill (H. R. 519) to revise the laws relating to depository libraries, 
having considered the same, memes favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to amend the laws relating to depository 
libraries so as to provide for needed expansion in their number within 
stipulated limits and to improve the procedures and conditions relat- 
ing to the selection, supply, retention, and disposal of Government 
publications furnished depository libraries for public information. 

The need for legislation to correct several conditions relating to the 
depository library distribution of Government publications has long 
been apparent. These conditions were set forth in detail in House 
Report No. 2945, part II, 84th Congress, on the subj.ct of Publications 
Management, which was issued on January 2, 1957, by the Subcom- 
mittee To Study Fedéral Printing and Paperwork, of the Committee 
on House Administration. The need to rewrite the depository library 
law was recommended to the executive committee oi the American 
Library Association as long ago as 1939. Various Superintendents 
of Documents, who have long recognized the need for corrective 
legislation, have consistently advised against a piecemeal designation 
of new depositories, in the belief that any expansion of the depository 


library system should be on a general basis, provers for uniform con- 
i 


sideration for all States and congressional districts. 
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2 REVISION OF LAWS RELATING TO DEPOSITORY LIBRARIES 


HISTORY OF BILL 


The bill, H. R. 519, contains the identical text as found in H. R. 
13140 which passed fhe House in July 1958. As the adjournment of 
the 85th Congress was so close at hand the Committee on Rules and 
Administration of the Senate, to which this measure was referred, 
did not have adequate time needed for its consideration. 

The proposed legislation was drafted by the Subcommittee To Study 
Federal, Printing and Paperwork, of the Committee on House Admin- 
istration, which was authorized by House Resolution 128 of the 85th 
Congress, after making a comprehensive study of the outmoded provi- 
sions of law pertaining to depository libraries. The subcommittee 
study of the depository library problem was greatly assisted by co- 
operation extended by the public documents committee of the Ameri- 
can Library Association. Much information was developed through 
questionnaires sent to more than 1,000 depository and nondepository 
libraries throughout the United States. The present bill represents 
a refinement and amplification of provisions of fr R. 9186, which was 
introduced during the Ist session: and of H. R. 11042 and 13140, which 
were introduced during the 2d session of the 85th Congress, based on 
the views expressed by qualified library authorities in the United 
States, including officials of the American Library Association and 
Government officials having primary interest and_ responsibility. 
Hearings were conducted by the subcommittee at Chicago, San Fran- 
cisco, New Orleans, and Boston in October 1957 on H. R. 9186; and 
at Washington, D. C., in June 1958 on H. R. 11042. 

Reports from more than 20 Government departments and agencies 
were submitted on H. R. 11042. These reports are generally favor- 
able, and are set forth in an appendix at the end of this report. 


COST OF LEGISLATION 


Annual additional costs to the United States arising out of the 
— of the bill will result from the following changes in existing 
aw: 

(1) Section 3 of the bill—Payment by the United States of transpor- 
tation costs of publications shipped to depositories, estimated at 
$40,000 annually. 

(2) Sections 2 and 7 of the bill_—Costs of additional publications 
furnished to new depositories authorized to be designated under the 
bill. These costs will depend on future contingencies, but should 
approximate $1,100 sends per additional library. 

(3) Section 3 of the bill—Publication of more complete classified 
list of Government publications, estimated at $5,000 annually. 

(4) Section 5 of the bill.—Costs of furnishing Government publica- 
tions not now distributed to depository libraries because they are not 
printed by the Government Printing Office. These costs will depend 
on future contingencies, but should not exceed $100,000 annually. 

(5) Section 9 of the bill—Costs of establishing and operating a 
system designed to furnish microfacsimile copies of Government publi- 
cations by the Superintendent of Documents. These costs will de- 
pend upon the type of microfacsimile process determined to be used, 
and cannot be ascertained at this time. 
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REVISION OF LAWS RELATING TO DEPOSITORY LIBRARIES 3 


MAJOR PROVISIONS OF THE BILL 


The major provisions of the bill which amend existing law are 
summarized and analyzed, by reference to each section, as follows: 


Section 1. Definition of the term “Government publication” and state- 
ment of policy regarding their public distribution 

The terms “public document,” “document,” “publication,” and 
“Government publication” are all used in existing laws pertaining 
to depository libraries. The term “public document” as now used 
does not conform to the definition which was last stated in the law 
of June 23, 1874 (Stat. L., vol. 18, ch. 456). In order that uniform 
terminology may be established, the term “Government publication’”’ 
is defined as “informational matter which is published as an individual 
document at Government expense, or as required by law.” The bill 
sets forth the policy that Government publications, except those 
determined by their issuing components to be required for official 
use Only or those required for strictly administrative or operational 
urposes, which have no public interest or educational value, and pub- 
finatioen, classified for reasons of national security, shall be made 
availiable to depository libraries through the facilities of the Super- 
intendent of Documents. 

Provision is made for issuing components to furnish the Superin- 
tendent of Documents with a list of t Gavararheni publications, except 


those required for official use only or those required for strictly admin- 
istrative or operational purposes which have no public interest or 
educational value and publications classified for reasons of national 
security, which it issued during the previous month that were obtained 


from sources other than the Government Printing Office. 


Section 2. Designation of depository libraries 

aintine law permits the designation of only one depository library 
by Senators, Representatives, Delegates, and the Resident Commis- 
sioner if none is so designated within the area served by each. The 
bill would permit Representatives, Delegates, and the Resident Com- 
missioner to designate additional depository libraries within the areas 
which they serve, to the extent that a total of not more than two 
such libraries, other than those specifically designated by law, which 
are qualified to fulfill minimum requirements as provided by law for 
depository libraries may be designated. In order that appropriate 
consideration may be given to the designation of additional deposi- 
tories, provision is made for either the heads of existing depository 
libraries within the congressional district, Territory, or Common- 
wealth or the head of the library authority of the State, Territory, or 
Commonwealth within which the depository library is to be located 
to certify the need for the additional designation. 


Section 3. Current issuance of classified list of Government publications 


The bill provides for the current issuance of a classified list of Gov- 
ernment publications in suitable form, containing annotations of 
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contents and item identification numbers in such manner as to facii. 
tate the selection of only those publications which may be needed by 
designated depository libraries. The prevailing requirement that all 

ublications furnished depository libraries by the Superintendent of 

ocuments sball be selected by the libraries has existed since 1922. 
Since that time the lists from which selections are made have appeared 
in different forms and have been issued at varying intervals.of time. 
There was much feeling registered by librarians that these lists should 
be adequately annotated to facilitate the selection of publications. 

Depository libraries registered protest to the provision of existing 
law which required that the depository libraries pay the cost of trans- 
porting Government publications to them from the Superintendent 
of Documents. This provision is omitted from the bill. 


Section 4. Replacement of designated depositories 

Provision is made for the designation of a library to replace any 
one of not more than two depository libraries, other than those specifi- 
cally designated by law, within a congressional district, Territory, or 
Commonwealth, only when the library voluntarily relinquishes its 
depository status, or when the Superintendent of Documents deter- 
mines that it no longer fulfills the conditions provided by law for 
depository libraries. 


Section 5. Distribution HA copies of publications to designated deposi- 
tories and libraries; land-grant colleges as depositories 


Whereas existing law provides that the Public Printer shall deliver 
such number of copies of publications to the Superintendent of 
Documents that are required for distribution to depository libraries, 
the bill provides that components of the Government which order the 


printing of | wore shall be responsible for seeing that the Super- 


intendent of Documents is provided with copies of publications needed 
for depository library distribution. So-called cooperative publications 
which must necessarily be sold in order to be self-sustaining are ex- 
cepted. At the present time, copies of publications which are produced 
or procured by departments and agencies elsewhere than from the 
Government Printing Office are not furnished the Superintendent of 
Documents for distribution to depository libraries. Provisions of the 
bill require that issuing components of the Government bear the 
expense of printing copies for depository libraries of those publications 
obtained elsewhere than from the Government Printing Office. Those 
publications requisitioned from the Government Printing Office 
would continue to be charged to appropriations provided the Superin- 
tendent of Documents for that purpose. 


Section 6. Investigation of libraries designated as depositories 


In order that designated depository libraries may best. serve the 
public need, it was deemed necessary to establish criteria for their 
selection and size, and to require that the Superintendent of Docu- 
ments periodically check their condition and make firsthand investi- 
gation of conditions for which need is indicated. The Superintendent 
of Documents will also be authorized to delete a designated depository 
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library from the list oi :: ; sitory libraries if the library fails to correct 
conditions found to be unsatisfactory within 6 months. The Repre- 
sentative, Delegate, or Resident Commissicner within whose area the 
library is located will then be authorized to designate another library 
within that area, which shall meet the required conditions, but whic 
shall not be in excess of the number of depository libraries authorized 
by law within each district, Territory, or Commonwealth. 


Section 7. Libraries in executive depurtments constituted depositories, 
and libraries within independent agencies permitted to be designated 
depositories 


. Existing law provides that libraries of executive departments and 
the Military, Naval, and Air Force Academies shall be depositor 
libraries. The bill makes no change in existing law in this raed. 
On the basis of need cited, it was determined that depository libraries 
within each independent agency may also be permitted to be so 
designated upon certification of need by the head of the independent 
agency to the Superintendent of Documents. It was also ascertained 
that the needs of some departments, such as the Department of the 
Interior, which has major bureaus in different parts of the United 
States, cannot be adequately served by a single library. There is 
evident, need for the heads of executive departments and independent 
agencies to be authorized to designate additional depositories based 
on their certification of need. 

Means are also provided for depository libraries within executive 
departments and independent agencies to dispose of unwanted Gov- 
ernment publications after first offering them to the Library of 
Congress and the National Archives. 


Section 8. Government publications as public property, free use in 
depositories, period of retention by depositories 

Existing law, which stipulates that Government publications 
furnished depository libraries must not be disposed of except as the 
Superintendent of Documents may direct, was reported to be un- 
satisfactory to many depositories in that they were not authorized 
to dispose of unwanted Government publications. Provision is there- 
fore made in the bill for depository libraries, if served by regional 
depository libraries, to dispose of Government publications after 
retention for a minimum period of 5 years. If not served by a regional 
depository library, or if they are regional depository libraries them- 
selves, Government publications, except superseded publications or 
those issued later in bound form which may be discarded as authorized 
by the Superintendent of Documents, must continue to be retained 
permanently in either printed form or in microfacsimile form. 


Section 9. Regional depository libraries 

There is general agreement as to the need for regional depositories 
which would retain all Government publications, thereby relieving 
other depository libraries of the necessity to permanently retain 
them. The bill makes provision for not to exceed two regional 
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depository libraries in each State, Territory, and Commonwealth; 
to be designated by a Senator, Delegate, or the Resident Commis- 
sioner within the areas served by them. It is believed that most 
States can be adequately served by a single regional depository, 
which should preferably be the State library; however, the bill per- 
mits the designation of as many as two regional depository libraries 
if needed. State librarians recognize that the collection and servicing 
of State, Federal, and local government publications is an established 
responsibility of the State library. It was concluded that some 
States, such as California, which cover large geographical areas, 
could well justify the need for two regional depositories. In order 
that the State library may be given the opportunity to function as 
the regional depository library, the bill requires approval by the head 
of the library authority of the State, Territory, or Commonwealth, 
who shall first ascertain from the head of the library: to be so desig- 
nated that the library will, in addition to fulfilling the requirements for 
depository libraries, retain at least one copy of all Government pub- 
lications, either in printed or microfacsimile form (except those 
authorized to be discarded by the Superintendent of Documents); 
and within the region served will provide interlibrary loan, reference 
service, and assistance for depository libraries in the disposal of 
unwanted Government publications. 

The Superintendent of Documents registered opposition to that 
provision of the bill which would entitle regional depository libraries 
to receive from his office microfacsimile copies of Government 
publications, even within the limitations provided. His opposition 
to this provision was stated to be on the basis that there is no agree- 


ment among librarians as to preference among several highly com- 

petitive microproduction processes and no standardization as yet in 

this field. Furthermore, neither the Government Printing Office nor 

the Superintendent of Documents are now oy »ed to produce micro- 
i 


facsimile reproductions of Government publications. The com- 
mittee, nevertheless, was of the opinion that the bill should provide 
the framework within which the Superintendent of Documents could 
work toward the adoption of a standard of microfacsimile reproduc- 
tion which would be acceptable to the majority of regional deposi- 
tory libraries. The provisions of the bill would not require the 
Superintendent of Documents to supply microfacsimile copies until 
determination is made as to the preferable process and also until 
determination is made as to which Government publications would 
be furnished regional depositories in that form. The Superintendent 
of Documents would then be required to obtain appropriations needed 
for this purpose before the program could be initiated. The com- 
mittee was of the opinion that inclusion of the provision to supply 
microfacsimile copies of Government publications would afford the 
means necessary for regional depository libraries to obtain needed 
relief for their growing space problems. When all Government pub- 
lications are received by a depository library, they currently consume 
more than 100 linear feet of shelf space each year. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows: 


Existing Law H. R. 519 


Be it enacted by the Senate and 
House of Representatwes of the 
United States of America in Con- 
ress assembled, That this Act shall 

e known as the “Depository 
Library Act of 1959”. 

The term ‘‘Government publica- 
tion’”’ as used in this Act and the 
amendments made by it means 
informational matter which is pub- 
lished as an individual document 
at Government expense, or as 
required by law. 

overnment publications, ex- 
cept those determined by their 
issuing components to be required 
for official use only or those re- 
quired for strictly administrative 
or operational purposes which 
have no public interest or educa- 
tional value and publications clas- 
sified for reasons of national se- 
curity, shall be made available to 
depository libraries through the 
facilities of the Superintendent of 
Documents for public information. 
Each component of the Govern- 
ment shall furnish the Superin- 
tendent of Documents a list of 
ublications, except those required 
or Official use only or those re- 
quired for strictly administrative 
or operational purposes which 
have no public interest or educa- 
tional value and publications clas- 
sified for reasons of national se- 
curity, which it issued during the 
previous month that were ob- 
tained from sources other than the 
Government Printing Office. 
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Existing Law 


(SEC. 501 OF REVISED STATUTES) 


Sec. 501. The copies of journals, 
books, and public documents which 
are or may be authorized to be 
distributed to incorporated bodies, 
institutions, and associations within 
the States and Territories, shall be 
designated to the Secretary of the 
Interior by each of the Senators 
from the several States, respec- 
tively, and by the Representatives 
in Congress from each congres- 
sional district, and by the Delegate 
from each Territory. The distri- 
bution shall be made in such 
manner that the quantity distrib- 
uted to each congressional district 
and Territo shall be equal; 
except that whenever the number 
of copies of any publication is 
insufficient to supply therewith 
one institution, upon the designa- 
tion of each member of the Senate 
and House of Representatives, the 
copies at the disposal of the Secre- 
tary may be distributed to such 
incorporated colleges, public li- 
braries, athenaeums, literary and 
scientific institutions, boards of 
trade, or public associations, as he 
may select. 


* 


H. R. 519 


Src. 2. That section 501 of the 
Revised Statutes, as amended 
(March 1, 1907, ch. 2284, sec. 4, 
34 Stat. 1014; 44 U. S. C. 82), is 
hereby amended to read as follows: 

“Sec. 501. The Government 
publications, which may be selec- 
ted from lists prepared by the 
Superintendent of Documents and 
when requested from him, shall be 
distributed to depository libraries 
specifically designated by law and 
to such libraries as may have been 
designated by each of the Sena- 
tors from the several States, 
respectively, and as have been or 
shall be designated by the Repre- 
sentatives in Congress from each 
congressional district and at large, 
and by the Delegate from each 
Territory, or the Resident Com- 
missioner from each Common- 
wealth: Provided, That additional 
libraries within areas served by 
Representatives, Delegates, or 
Resident Commissioners may be 
designated by them to receive 
Government publications to the 
extent that a total of not more 
than two such libraries, other 
than those specifically designated 
by law, which are qualified to fulfill 
minimum requirements as pro- 
vided by law for depository li- 
braries, may be designated within 
each area; however, before any 
additional library within a con- 

ressional district, Territory, or 

ommonwealth shall be designated 
as a depository for Government 
ne, the head of that 
ibrary shall furnish his Repre- 
sentative, Delegate, or Resident 
Commissioner with justification of 
the necessity for the additional 
designation. This justification, 
which shall also include a certifica- 
tion as to the need for the addi- 
tional depository library desig- 
nation, shall be signed by the 
head of every existing depository 
library within the congressional 
district, Territory, or Common- 
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Existing Law 


(SEC. 502 OF REVISED STATUTES) 


Sec. 502. The selection of an 
institution to receive the docu- 
ments ordered to be published or 
procured at the first session of any 
Congress shall control the docu- 
ments of the entire Congress, un- 
less another designation be made 
before any distribution has taken 
place under the selection first 
made. When the same work is 
printed by order both of the 
Senate and House of Representa- 
tives, the duplicates may be sent 
to different institutions, if so 
desired, by the member whose 
right it is to direct the distribu- 
tion. And the public documents 
to be distributed by the Secretary 
of the Interior shall be sent to the 
institutions already designated, 
unless he shall be satisfied that 
any such institution is no longer a 
suitable depository of the same. 
Congressional journals and public 
documents, authorized to be dis- 
tributed to institutions on the 
designation of members of Con- 
gress, shall be sent to such libraries 
and institutions only as_ shall 
signify a willingness to pay the 
cost of their transportation. 


H. R. 519 


wealth, or by the head of the 
library authority of the State, 
Territory, or Commonwealth with- 
in which the additional depository 
library is to be located. The 
justification for additional deposi- 
tory library designations shall be 
transmitted to the Superintendent 
of Documents by the Representa- 
tive, Delegate, or Resident Com- 
missioner.”’ 

Sec. 3. That section 502 of the 
Revised Statutes, as amended 
(January 12, 1895, ch. 23, secs. 53 
and 61, 28 Stat. 608 and 610; 
44 U.S. C. 83), is hereby amended 
to read as follows: 

“Sec. 502. The Superintendent 
of Documents shall currently issue 
a classified list of Government 
publications in suitable form, con- 
taining annotations of contents 
and listed by item identification 
numbers in such manner as to 
facilitate the selection of only 
those publications which may be 
needed by designated depository 
libraries. The selected publica- 
tions shall be distributed to de- 
pository libraries in accordance 
with regulations issued by the 
Superintendent of Documents, so 
long as they fulfill the conditions 
provided by law.” 





10 


Existing Law 


(SEC. 5 OF ACT OF JUNE 28, 1918) 


Sec. 5. That libraries hereto- 
fore designated by law as depos- 
itaries to receive books and other 
Government publications shall 
hereafter, during their existence, 
continue such receipt; and new 
designations may be made when 
libraries heretofore chosen shall 
cease to exist or other designations 
oe hereafter be authorized by 
aw. 


(SEC. 4 OF ACT OF MARCH 1, 1907, 
AS AMENDED BY ACT OF JUNE 25, 
1988) 


That section 4 of the Act (34 
Stat. 1014) approved March 1, 
1907 (U. S. C., title 44, sec. 85), 


be, and is hereby, amended to read 
as follows: 

85. DIsTRIBUTION OF COPIES OF 
PUBLICATIONS TO DESIGNATED DE- 


POSITORIES AND LIBRARIES; 
LAND-GRANT COLLEGES AS DEPOSI- 
TORIES.—Upon request of the 
Superintendent of Documents, the 
Public Printer is hereby author- 
ized and directed to either increase 
or diminish the number of copies 
of publications furnished for dis- 
tribution, to designated deposi- 
tories and State and Territorial 
libraries so that the number of 
copies delivered shall be equal to 
the number of libraries on the 
list: Provided, That the number 
thus delivered shall at no time 
exceed the number authorized 
under existing statute: Provided 
further, That the Public Printer 
shall furnish the necessary num- 
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H. R. 519 


Sec. 4. That section 5 of the 
Act of June 23, 1913 (38 Stat, 75, 
ch. 3; 44 U. S. C. 84), is hereby 
amended to read as follows: 

“Sec. 5. The designation of a 
library to replace any one of not 
more than two depository libraries, 
other than those specifically desig- 
nated by law, within a congres- 
sional district, Territory, or 
Commonwealth may be made only 
when the library to be replaced 
shall cease to exist, when the 
library voluntarily relinquishes its 
depository status, or when the 
Superintendent of Documents. de- 
termines that it no longer fulfills 
the conditions provided by law for 
depository libraries.” 


Sec. 5. That section 4 of the 
Act of March 1, 1907,.as amended 
(34 Stat. 1014, ch. 2284, and 52 
Stat. 1206, ch. 708; 44 U.S.C. 85), 
is hereby amended to read as 
follows; 

“Sec. 4. Upon request of the 
Superintendent of Documents, the 
components of the Government 
which order the printing of publi- 
cations shall either increase or 
decrease the number of copies of 

ublications furnished for distri- 

ution to designated depository 
libraries and State and Territorial 
libraries so that the number of 
copies delivered to the Superin- 
tendent of Documents shall be 
equal to the number of libraries 
on the list: Provided, That the 
number thus delivered shall at no 
time exceed the number author- 
ized under existing statute: Pro- 
vided further, That such copies of 
publications which are furnished 
the Superintendent of Documents 
for distribution to designated de- 
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Existing Law 


ber of copies as above provided, 
of the Journals of the Senate and 
House of Representatives, of all 
publications, not confidential in 
character, printed upon the requi- 
sition of any Congressional com- 
mittee, of all Senate and House 
public’ bills and resolutions, and 
of all reports on private bills, 
concurrent or simple resolutions. 
The allotment of copies furnished 
for distribution to Sareutie shali 
be increased or reduced, from 
time to time, as the redistricting 
of States or the rearrangement of 
depository lists under provisions 
of law shall demand, to such num- 
bers as may be necessary to com- 
ply with the law. All land-grant 
a shall be constituted as 
uae ae for public documents, 
ect to the provisions and 
enleations of the Seieslaaee laws. 
Any provision contained in sec- 
tions 54, 55, or 57 of the Printing 
Act of 1895 (28 Stat. 608, 609; 
U.S. C., title 44, sees. 131, 147, 
and 189, ‘or any other Act), which 
may be inconsistent herewith, is 
hereby repealed to the extent of 
such inconsistency only. 


(SEC. 70 OF ACT OF JANUARY 12, 
1895) 


Sec. 70. The Superintendent of 
Documents shall thoroughly in- 


H. R. 519 


pository libraries shall include the 
journals of the Senate and House 
of Representatives; all publica- 
tions, not confidential in character, 
printed upon the requisition of 
any congressional committee; all 
Senate and House public bills and 
resolutions; and all reports on 
private bills, concurrent or simple 
resolutions; ‘but shall not include 
so-called cooperative publications 
which must necessarily be sold in 
order to be self-sustaining. 

“The Superintendent of Docu- 
ments shall currently inform the 
components of the Government 
which order the printing of publi- 
cations as to the number of copies 
of their publications required for 
distribution to depository libraries. 
The cost of printing and binding 
those publications which are dis- 
tributed to depository libraries, 
when obtained elsewhere than 
from the Government Printing 
Office, shall be borne by compo- 
nents of the Government responsi- 
ble for their issuance; those requi- 
sitioned from the Government 
Printing Office shall be charged to 
appropriations provided the Super- 
intendent of Documents for that 
purpose. 

‘All land-grant colleges shall be 
constituted as depositories to re- 
ceive Government publications 
subject to the provisions and 
limitations of the depository laws.’ 


Sec. 6. That section 70 of the 
Act of January 12, 1895 (28 Stat. 
612, ch. 23; 44 U. S. C. 86), is 
hereby amended to read as follows: 

“Sec. 70. Each library which 
may hereafter be designated by 
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vestigate the condition of all 
libraries that are now designated 
depositories, and whenever he 
shall ascertain that the number of 
books in any such library, other 
than college libraries, is below one 
thousand, other than Government 
publications, or it has ceased to be 
maintained as a public library, he 
shall strike the same from the list, 
and the Senator, Representative, 
or Delegate shall designate an- 
other depository that shall meet 
the conditions herein required. 


(SEC. 98 OF ACT OF JANUARY 12, 1895) 


Sec. 98. The libraries of the 
eight executive departments, of 
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Representatives, Delegates, or 
Resident Commissioners as a de- 
pository of Government publica. 
tions shall be able to provide cus- 
tody and service for depository 
materials and be located in an 
area where it can best serve the 
public need, and shall be located 
within an area not already ade- 
quately served by existing deposi- 
tory libraries. The Superintend- 
ent of Documents shall receive re- 
— from designated depository 
ibraries at least every.two years 
concerning the condition of each 
and shall make firsthand investi- 
gation of conditions for which need 
is indicated; the results of such in- 
vestigations shall be included in 
his annual report. Whenever he 
shall ascertain that the number of 
books in any such library is below 
ten thousand, other than Govern- 
ment publications, or it has ceased 
to be maintained so as to be acces- 
sible to the public, or that the 
Government publications which 
have been furnished the library 
have not been properly main- 
tained, he shall delete the library 
from the list of depository libra- 
ries if the library fails to correct 
the unsatisfactory conditions 
within six months. The Repre- 
sentative, Delegate, or Resident 
Commissioner in whose area the 
library is located shall be notified 
and shall then be authorized to 
designate another library within 
the area served by him, which 
shall meet the conditions herein 
required, but which shall not be 
in excess of the number of deposi- 
tory libraries authorized by law 
within each district, Territory, or 
Commonwealth.” 

Sec. 7. That section 98 of the 
Act of January 12, 1895 (28 Stat. 
624, ch. 23; 44 U. S. C. 87), is 
hereby amended to read as follows; 

“Sec. 98. The libraries of the 
executive departments, of the 
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the United States Military Acad- 
emy, and United States Naval 
Academy are hereby constituted 
designated depositories of Govern- 
ment publications, and the Super- 
intendent of Documents shall sup- 
ply one copy of said publications, 
in the same form as supplied to 
other depositories, to each of said 
libraries. 


(SEC. 74 OF ACT OF JANUARY 12, 
1895, AS AMENDED BY SEC. 11 OF 
ACT OF JUNE 20, 1936) 


Sec. 11. That chapter 23, sec- 
tion 74 (28 Stat. 620), of the 
Printing Act approved January 
12, 1895 (U. S. é. Title 44, sec. 
92), relating to the ownership of 
publications furnished Govern- 
ment officers for official use, be, 
and, is hereby, amended to read 
as follows: 

92. GOVERNMENT PUBLICATIONS 
SHALL REMAIN PUBLIC PROP- 
ERTY.—All Government publica- 
tions furnished by authority of 


H. R. 519 


United States Military Academy’ 
and United States Naval Academy 
are constituted designated de- 
positories of Government publica- 
tions. A depository library with- 
in each independent agency may 
be duignaet upon certification of 
need by the head of the independ- 
ent agency to the Superintendent 
of Documents. Additional de- 
pository libraries within executive 
departments and _ independent 
agencies may be designated to re- 
ceive Government publications to 
the extent that the number so 
designated shall not exceed the 
number of major bureaus or divi- 
sions of such departments and 
independent agencies. These des- 
ignations shalt be made only after 
certification by the head of each 
executive department or inde- 


pendent agency to the Superin- 
tendent of Documents as to the 
justifiable need for additional de- 
penny libraries. 


Depository li- 

raries within executive depart- 
ments and independent agencies 
are authorized to dispose of un- 
wanted Government publications 
after first offering them to the 
Library of Congress and the 
National Archives.” 

Sec. 8. That section 74 of the 
Act of January 12, 1895, as 
amended (28 Stat. 620, ch. 23; 
and sec. 11, 49 Stat. 1552, ch. 630; 
44 U.S. C. 92), is hereby amended 
to read as follows: 

“Sec. 74. All Government pub- 
lications of a permanent nature 
which are furnished by authority 
of law to officers (except Members 
of Congress) of the United States 
Government, for their official use, 
shall be stamped ‘Property of the 
United States Government’, and 
shall be preserved by such officers 
and by them delivered to their 
successors in Office as a part of 
the property appertaining to the 
office. Government publications 
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law to officers (except members of 


Congress) of the United States 
Government, for their official use, 
shall be stamped “Property of the 
United States Government”, and 
shall be preserved by such officers 
and by them delivered to their 
successors in office as a part of the 
property appertaining to the office. 
Government publications fur- 
nished depository libraries shall 
be made available for the free use 
of the — public and must 
not be disposed of except as the 
Documents 


Superintendent of 
may direct. 
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which are furnished to depository 
libraries shall be made available 
for the free use of the general 
oe and may be disposed of 

y depository libraries after reten- 
tion for a minimum period of five 
years, and in accordance with the 
provisions of section 9 of this Act, 
if the depository library is served 
by a regional depository library. 
When the depository libraries are 
not served by a regional deposi- 
tory library, or if they are regional 
depository libraries themselves, 
the Government publications, ex- 
cept superseded publications or 
those issued later in bound form 
which may be discarded as author- 
ized by the Superintendent of 
Documents, shall be retained per- 
manently in either printed form 
or in microfacsimile form.”’ 

Src. 9. Not to exceed two de- 
setae A libraries in each State, 

erritory, and Commonwealth, 
may be designated as herein pro- 
vided to be regional depositories, 
and as such shall receive from the 
Superintendent of Documents 
copies of all new and revised Gov- 
ernment publications authorized 
for distribution to depository 
libraries; and in addition shall be 
entitled to receive a microfacsimile 
copy of these Government publi- 
cations which the Superintendent 
of Documents determines to be 
suitable for such form of reproduc- 
tion and which can be furnished 
by him within the limit of availa- 
ble appropriations. Designation 
of regional depository libraries 
may be made by a Senator, Dele- 
gate, or the Resident Commis- 
sioner within the areas served by 
them, after approval by the head 
of the library authority of the 
State, Territory, or Common- 
wealth, who shall first ascertain 
from the head of the library to be 
so designated that the library will, 
in addition to fulfilling the require- 
ments for depository libraries, 
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H. R. 519 


retain at least one copy of all 
Government publications, either 
in printed or microfacsimile form 
(except those authorized to be 
discarded by the Superintendent 
of Documents); and within the 
region served will provide inter- 
library loan, reference service, 1nd 
assistance for depository libraries 
in the disposal of unwanted Gov- 
ernment publications as herein 
provided. The agreement to func- 
tion as a regional depository 
library shall be transmitted to the 
Superintendent of Documents by 
the Senator, Delegate, or Resident 
Commissioner when designation is 
made. 

The libraries designated as re- 
gional depositories shall be au- 
thorized to permit depository li- 
braries, within the areas served by 
them, to dispose of Government 
publications which they have re- 
tained for at least five years after 
first offering them to olan deposi- 
tory libraries within their area, 
then to other libraries, and then 
if not wanted to discard. 





APPENDIX 


Letters were directed by Chairman Wayne L. Hays, on March 1, 
1958, to the heads of 42 departments and agencies of the Government, 
requesting their views and recommendations relating to the revision 
of the depository laws as proposed in H. R. 11042. H. R. 519, the 
bill reported by the committee, 1s a revised version of H. R. 11042, 
designed to meet most of the comments contained in the reports. 

As of the date of the hearing on H. R. 11042, June 19, 1958, replies 
were received, as follows: 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington, D. C., May 1, 1968. 
Hon. WaYNE L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
United States Capitol, Washington, D.C. 


Deas CONGRESSMAN Hays: This Office has given careful consideration to 
H. R. 11042, the bill to revise the laws relating to depository libraries, as sent 
to us with your letter of March 1, 1958. Immediately, we are faced with the 
problem of making legislative history materials available to the United States 
judges throughout the country and are presently engaged in trying to ascertain 
whether complete legislative histories of major legislation are available in the 
depository libraries at the various places of holding court for the use of the courts. 
It may be that when this study is completed we will be in a position to comment 
more fully on the provisions of the bill. Immediately it would appear that the 
provision in section 9 of the bill to establish in each State regional depositories 
which would receive all Government publications and would retain them may 
well be the means of supplying the judiciary’s need for legislative materials. 

Beyond that there are two lesser matters which I think we should mention. 
It would appear that the language in section 5 of this bill, beginning on line 4, 
page 6, requiring the cost of printing and binding of the publications which are 
to be distributed to depository libraries to be charged to the appropriations which 
order the printing of these publications, would require us, if enacted, to obtain 
additional moneys in the judiciary appropriations affected. 

The change in language provided by section 8 of the bill to require stamping 
and preservation of only those Government publications of a permanent nature 
which are furnished to officers of the Government for their official use would 
apply to officers of the judiciary. The provision is in line with the modifica- 
tion made in section 414, title 28, of the United States Code when it was last 
amended and is believed to be desirable. 

Sincerely yours, 
JoHuNn C. AIRHART, 
Acting Assistant Director. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 25, 1958. 
Hon. Wayne L. Hays, 
Chairman, Subcummittce on Printing, 
House of Representatives. 


DEAR~CONGRESSMAN Hays: This is in reply to your request of March 1 for the 
views of this Department on your proposed bill, H. R. 11042, relating to revision 
of depository library laws. 

This bill mainly proposes to set up more specific provisions for designation of 
depository libraries by Members, Delegates, and Commissioners in Congress, pro- 
vides for designation uf additional depository libraries, provides more specifically 
for making Government publications available to the depository libraries, and 
provides for termination of designation of such libraries. 

The bill would allow for designation of depository libraries in addition to 
those designated heretofore by Members of Congress or by specific law. The 
additional designations could be made by (1) Members of Congress, (2) Dele- 
gates or Commissioners in Cougress, and (3) by executive departments or li- 
braries in such departments. At present there are about 550 depository libraries, 
and the provisions of H. R. 11042 could double that number. 
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To the extent that the bill, if enacted, would increase the number of deposi 
tory libraries it would assist this Department in wider dissemination of agri 
cultural information under its many responsibilities therefor. 

The Department would have no objection to the provisions of the bill, although 
section 5 would increase expenditures out of appropriations available to the 
Department. 

Copies of new publications of this Department now going to depository li- 
braries are charged to appropriations made to the Superintendent of Docu- 
ments. The provisions of section 5 would transfer such charges to the ap- 
propriations of agencies of this Department paying for printing the original 
edition of the publications. 

The estimated annual cost to this Department would be something in excess 
of $30,000, not including the cost of mailing. Such cost would increase as the 
number of depository libraries might increase. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


TrvueE D. Morse, Acting Secretary. 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington, D. C., May 5, 1958. 
Hon. WAYNE L, Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, House of Representatives. 


DeaR Mr. Hays: This is in response to your letter of March 1, 1958, in which 
you requested a report on H. R. 11042, a bill “to revise the laws relating to deposi- 
tory libraries” (44 U. S. C., secs. 82-87, 92 (1952 ed.) ). 

This bill would make uvailable to libraries designated as depositories all 
United States Government publications except those determined by the issuing 
Government agencies ‘“* * * to be required for official use only or those re- 
quired for strictly administrative or operational purposes which have no pul! 
interest or educational value, and publications classified for reasons of nat.: :..:i 
security * * *.” At present, only Government Printing Office pubii: «tions are 
distributed to depository libraries. This bill would include amorg rhe docu- 
ments to be distributed publications which were obtain~i *:¢m sources other 
than the Government Printing Office, such as laborato:y and field installation 
reports. 

The bill would also provide for an increase in the number of depository li- 
braries, by allowing the designation of additional libraries within the geographi: 
limits of States and Territories and within the executive departments of the 
United States Government. The effect of this language would be to increase 
the number of depository libraries from 580 to perhaps well over 1,000. 

The Atomic Energy Commission, recognizing the necessity of keeping the re- 
search community and the American public as a whole fully informed regard 
ing the nature of its work, provided for its own system of depository libraries 
as eurly as 1950. This system was created in the belief that the information 
coutained in the specialized, technical documents which are distributed by our 
laboratories and other installations must be effectively disseminated, but that 
only a limited number of the general depository libraries would want or need 
all of such material. The Commission's depository libraries now number 7! 
throughout the Nation, practically all of which are also genera) depository 
libraries under title 44, United States Code, section 82, et seq. By means of 
this system, we believe that we have afforded: means for every person who 
possesses an interest in the Coinmission’s activities to gain access to its non- 
classified documents. Of coure, additional libraries will be designated where 
there is a need for them. 

The Commission’s depository libraries receive al) of our publications which 
are printed by the Government Printing Office as well as all of our current re 
search and development reports which are not «lassified. The latter material 
is of a very limited interest and not printed by the Government Printing (Office 
By contrast, the general depository libraries receive only those Comunission 
publications which are printed by the Government Printing Office. These arc 
of a more general interest and applicability, and constitute only a small per- 
centage of the documents printed by or for the Commission. 

We believe that the Atomic Energy Commission's existing practice concerning 
the distribution of its publications is adequately meeting the American public's 
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needs. However, if the Commission were required to print and distribute its 
highly specialized laboratory and other non-Government Printing Office publica- 
tions to large numbers of the general depository libraries, whose users do not 
have any interest or need for such material, the result would be an unnecessary 
expenditure of public funds. Therefore, since this bill would increase both 
the potential number of depository libraries and also would require that Govern- 
ment publications, whether printed in the Government Printing Office or else- 
where, be distributed to those libraries upon request, we believe that the inclusion 
of the Atomic Energy Commission within the bill’s scope, as the bill now reads, 
would not serve the public interest. 

In summary, our views may be stated as follows. Those publications which 
the Commission now prints at the Government Printing Office are of such char- 
acter that their widespread distribution to the general depository libraries serves 
a useful purpose. However, for the reasons which are set forth above, we are 
of the opinion that there is no necessity for increasing beyond the scope of the 
Commission’s own depository library program the number of libraries to which 
the Commission should send its non-Government Printing Office publications. It 
is therefore respectfully recommended that the bill be amended to eliminate the 
necessity that the Atomic Energy Commission distribute other than its Govern- 
ment Printing Office publications to the general depository libraries. The Bureau 
of the Budget has advised that it has no objection to the submission of this report. 

Sincerely yours, 
K. E. Freips, General Manager. 


CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., April 28, 1958. 
Hon. Wayne L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D. C. 


Dear Mr. Hays: Thank you for your letter of March 1, 1958, requesting our 
views and recommendations concerning H. R. 11042, to revise the laws relating 
to depository libraries. 

The major provisions of this bill would not affect the functions of the Central 
Intelligence Agency. We do support, however, the exceptions in the first section 
of the bill to the category of “Government publications” which will be included in 
lists of publications furnished the Superintendent of Documents, particularly 
the exception of “publications classified for reasons of national security.” 

During the course of our review we have discussed the provisions of H. R. 
11042 with members of the subcommittee staff and with representatives of other 
executive departments. We were especially interested in the effect which this 
bill might have upon foreign translations performed by this agency and others. 
We have been advised by a member of the subcommittee staff that those who 
drafted the bill intended to exclude translations from its coverage, translations 
being in the category of “cooperative publications” excluded by section 5. In 
reviewing that provision, we believe this intent could be expressed in specific 
language and should be clarified. 

Other than the above comments, we perceive no objection to the provisions 
of this bill. 

The Bureau of the Budget has no objection to the submission of this report. 

Sincerely, 
C. P. CABELL, 
Lieutenant Gencral, USAF, 
Acting Director. 


FarM CREDIT ADMINISTRATION, 
Washington, D. C., April 25, 1958. 
Hon. Wayne L. Hays, 
Chairman, Subcommittee To Study Fedcral Printing, 
Comittee on House Administration, House of Representatives. 

Dear Mr. Hays: This is in reply to your request, addressed to Mr. Matthews, 
Chairman of the Federal Farm Credit Board, for a report on H. R, 11042, a bill 
to revise the laws relating to depository libraries. 

The bill provides generally for distribution of Government publications (with 
certain exceptions) to depository libraries through the facilities of the Superin- 
tendent of Documents. The provisions of the bill which appear to affect the Farm 
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Credit Administration are section 1 which requires each “component of the Gov- 
ernment” to furnish the Superintendent of Documents a list of publications (with 
certain exceptions) which it issued during the previous month (presumably a 
monthly report) that were obtained from sources other than the Government 
Printing Office, and section 5 which requires each component of the Government 
to furnish at its own expense to the Superintendent of Documents, upon his 
request, the number of copies of each of its publications required for distribution 
to the designated depository libraries. 

The Farm Credit Administration has no objection to the enactment of the 
proposed bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Very truly yours, 
R. B. ToorEe.y, Governor. 


BoarD oF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, D. C., March 27, 1958. 
Hon. Wayne L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D.C. 

Deaz Mr. Hays: This is in response to your communication of March 1, 1958, 
requesting the Board’s views on H. R. 11042, a bill relating to depository libraries. 
In brief, the bill would revise the laws relating to such libraries and would place 
certain administrative responsibility on the Superintendent of Documents of the 
Government Printing Office with respect to the distribution of publications and 
for determining that libraries maintain adequate standards. 

The bill in its present form apparently is intended to apply to publications of 
Government agencies which operate on appropriated moneys, since section 5 re- 
quires that the cost of printing and binding those publications which are to be 
distributed to depository libraries shall be charged to the appropriation of the 
particular Government agency. ‘The expenses of the Board of Governors are 
defrayed not by appropriations but by assessments levied upon the Federal Re- 
serve banks and, under the provisions of section 10 of the Federal Reserve Act, 
funds derived from such assessments are not to be construed as Government 
funds or appropriated moneys. However, section 1 of the bill defines the term 
“Government publications” as “informational matter which is published as an 
individual document at Government expense, or as required by law.” Since 
certain publications of the Board are required by law, section 1 of the bill would 
appear, at least technically, to apply to the Board. In this connection you may 
wish to refer to the information supplied to your subcommittee with the Board’s 
letter of August 18, 1956. 

It has been the Board’s policy for a number of years to supply free of charge 
any of the Board’s publications, to such public and educational libraries as may 
request them. For this reason, enactment of the bill would have very little 
effect on the Board’s operations. 


Very truly yours, 
S. R. Carpenter, Secretary. 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, April 24, 1958. 
Hon. WayYNe L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committec on House Administration, Washington, D.C. 

Deak Mr. CHAIRMAN: Reference is made to your communication of March 1, 
1958, wherein you requested the views and recommendations of the Chairman of 
the Federal Trade Commission concerning H. R. 11042, 85th Congress, 2d session, 
a bill to revise the laws relating to depository libraries. 

The comments of the Federal Trade Commission are limited to section 5 of the 
bill. Pursuant to this section, the Federal Trade Commission would be required 
to pay the cost of printing and binding of Federal Trade Commission publications 
perry by the Superintendent of Documents to depository libraries. These 
nelude: 

1, Statutes and court decisions ; 

2. Federal Trade Commission decisions ; 

8. Annual report of the Federal Trade Commission ; 

4. Quarterly financial reports for manufacturing corporations; and 

5. Economic reports. 
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The costs of printing and binding such publications are now borne by the 
Government Printing Office. Since there are approximately 580 depository li- 
braries which receive Federal Trade Commission publications, it is estimated 
that it would cost the Federal Trade Commission a minimum of $5,000 a year. 
At the present time, there are no funds appropriated for paying the cost of 
printing and binding of publications distributed by the Superintendent of Docu- 
ments to depository libraries, and there are no funds for such included in the 
1959 budget. Therefore, if H. R. 11042 were enacted into law in its present 
form, the Federal Trade Commission would have to curtail some of its other 
budgeted activities. For this reason the Commission is opposed to the enactment 
of the provisions of section 5 in their present form. 

While we appreciate the opportunity to comment upon other provisions of the 
bill, it does not appear that there are any useful comments which we may 
make that will be of assistance to your committee. 


By direction of the Commisison. 
JoHN W. uv i NNE, Chairman. 


NotTe.—Pursuant to regulations, this report was submitted to the Bureau of the 
Budget on April 4, 1958, and on April 24, 1958, the Commission was advised that 
there would be no objection to the submission of the report to the committee. 


Rosert M. ParrissH, Secretary. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., April 25, 1958. 
Hon Warnes L. Hays., 
‘‘hairmen, Subcommittee To Study Federal Printing and Paperwork, 
Committce on House Administration, Washington, D. C. 


Deak Mr. CilAIRMAN: As requested in your letter of March 1, the General 
Services Administration herewith submits comments on H. R. 11042, a bill to 
revise the laws relating to depository libraries. 

We are not in a position to offer any recommendations concernine those pro- 
visions of this bill relating to the establishment and replacement ui depository 
libyscies. The establishment of regional depositories, the authorization to uti- 
lize nicrofiln., and the provision for a minimum retention period for the holdings 
of tenository libraries appear to be sound proposals. 

Mne y ovisioas of section 5 of this bill require that the ordering or originating 
ap ‘ or che coxt of printing, binding, and mailing the several hundred copies 

iy bli &t:6.45 distabuted to depository libraries. This is a change from present 
poi. that »oauires the cost to be borne by the Superintendent of Documents. In 
our opinion the cost of free distribution of publications to depository libraries 
should pot be charged against agency operations. We do not, however, inter- 
pose any serious objection to the passage of H. R. 11042 on this account. 

Since it is not possible to determine what increase in depository libraries may 
result from this proposal or how many General Services Administration publica- 
tions may be selected for distribution, we can make no firm estimate of what our 
increased cost of operations will be. It is unlikely, however, that this cost would 
exceed $15,000 to $20,000 annually for the first 5 years. The Bureau of the 
Budget has advised that there is no objection to the submission of this report 
to your committee. 


Sincerely, yours, 
FRANKLIN FLOETE, Administrator. 


UNITED STATES GOVERNMENT PRINTING OFFICE, 
DIVISION 9F PUBLIC DOCUMENTS, 
. Washington, D. C., March 10, 1958. 
Hon. WaYNE L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D. C. 

Dear Mr. Hays: This is in reference to your letter of March 1 addressed to 
the Public Printer, which has been referred tc me for consideration and reply. 
I am glad to provide the following views and recommendations concerning 
H. R. 11042, relating to the revision of the depository library laws. My com- 
ment is limited to estimated effects which enactment of the proposed legislation 
might be expected to have on the service features of the operation from the 
standpoint of this Office. 
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We strongly recommend ageinst the inclusion of the provision which would 
entitle pegional depositories to receive from the Superintendent of Documents 
microfacsimile copies of certain Government publications, even with the limi- 
tations provided. As there is no agreement among librarians of preference 
among Several highly competitive microreproduction processes and no standardi- 
zation as yet in this field, it appears that the subject is one of such importance 
and complexity as to merit further study, apart from the purpose of this bill. 
This Office produces nothing by any of the presently existing microfacsimile 
processes and cannot foresee the time when we shall have equipment and other 
facilities which such an effort would require. We are aware of respectable 
opinion in the library profession which takes the view that this provision of 
the bill is not mandatory on the Superintendent of Documents and would require 
that no action be taken by us for an indefinite period, but the strong possibility 
that its inclusion in the bill would provide a continuing basis for disagreement. 
between librarians and this Office is a potential disadvantage which would seem 
to outweigh any possible advantages which might result from its inclusion in 
the proposed legislation. 

It might be desirable for clarification to include in section 1, in addition to 
provision for a list of publications issued during the previous month that were 
obtained from sources other than Government Printing Office, the specific re- 
quirement that the number of each publication necessary for depository distri- 
bution shall be furnished to the Superintendent of Documents. We feel that 
section 5 is probably broad enough to include this requirement, but see a definite 
possibility that some of the components of the Government will not read this 
requirement into the present language of the bill. 

Under section 4, providing for designation of libraries to replace existing de- 
positories, and section 6, providing for designation of depositories hereafter, 1i- 
braries designated by Senators are not specifically included. It is probably in- 
tended that a depository presently designated by a Senator could be replaced if 
it ceases to exist or no longer meets the requirements, and it is possible that 
some language in section 4 such as “the designation of a library to replace any 
existing depository other than those specifically designated by law, etc.” might 
accomplish this. 

The fact that there are still a few senatorial depository vacancies, and that 
section 2 provides for “* * * libraries as have been or shall be designated by 
each of the Senators, etc.,” indicates the possibility of some future senatorial 
designations. For this reason, the word “Senators” probably skould be included 
in line 17 of section 6. 

The provision for the establishment of certain libraries as regional depositories 
is in accord with what we have favored in the operation of the system under the 
present law. We have cooperated in the designation of the two presently exist- 
ing regional depositories and in negotiations with several other libraries which 
expect to become such depositories in the near future. A great value of the re- 
gional system is the assurance that by means of it there will be at least one 
complete collection of Government publications maintained in the State or other 
prescribed area, in fulfilling what appears to have been the basic purpose for 
originally establishing the depository system. 

Expansion of the present facilities of this Office will be necessary to handle 
the additional volume of depository publications that will result from an in- 
crease in the number of depositories and the inclusion in the distribution for the 
first time of publications produced in department: or agency field printing 
plants by so-called near-print processes, such as mimeograph, multilith, ete. We 
estimate that the addition of this class of material alone would resuit in ap- 
proximately doubling the present volume of depository distribution by this Office. 
Among the increased costs will be the assumption by the Government of the 
postage charges which are now paid by the depositories under the existing law 
and which will be increased as a result of the greater volume of mailings that 
will be required under the expanded depository system. It will undoubtedly 
be necessary also for us to provide additional staff fur the required contacts 
with the other components of the Government. Although the proposal did not 
originate with this Office, there will be some offsetting of our increased costs by 
charging the printing of depository publications to the other components of the 
Government rather than to our appropriation. 

I appreciate the opportunity of providing this comment about a measure which 
will certainly have a significant effect on our operations and hope you will call 
on us if we can provide any additional information you might need. 

nee Carper W. BUOKLEY, 
Superintendent of Documents. 
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HovusiInc aND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 28, 1958. 
Re H. R. 11042, 85th Congress. 
Hon. WaYneE L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D. C. 

Deak Mr. CHAIRMAN: This is in further response to your letter of-March 1 
requesting the views of this Agency on H. R. 11042, a bill to revise the laws re- 
lating to depository libraries. 

This bill, if enacted into law, would be known as the “Depository Library 
Act of 1958,” and would revise the law with reference to the establishment of 
depository libraries throughout’ the country and the distribution of Govern- 
ment publications to such libraries through the Superintendent of Documents. 
The publications would be distributed to depository libraries specifically desig- 
nated by law and to such libraries as have or shall be designated by each of the 
Senators from the several States, and by the Representative in Congress 
from each congressional district and at large, and by the Delegate from each 
Territory. or the Resident Commissioner from each Commonwealth. The bill 
provides further that additional libraries may be designated by Representa- 
tives, Delegates or Resident Commissioners, within the areas served by them, 
where the need has been established, to the extent that a total of not more than 
two such libraries, other than those specifically designated by law may be desig- 
nated in each area. 

Each library designated by Representatives, Delegates, or Resident Commis- 
sioners must be able to provide custody and services for depository materials 
and be located in an area where it can best serve the public need. Designated 
libraries may be deleted from the list of depository libraries if the Superin- 
tendent of Documents finds that the number of books in any such library is helow 
10,000 (other than Government publications) or that it ceases to be maintained 
so as to be accessible to the public, or that the Government publications have not 
been properly maintained, unless the unsatisfactory conditions are corrected, 
within 6 months. 

The bill provides further that additional depository libraries muy be designated 
within executive departments to the extent that the number so designated shall 
not exceed the number of major bureaus or divisions in such departments. Such 
designations shall be made unly upon certification by the head of the executive 
department as to the need for same. 

Designation of regional depository libraries (not exceeding two in each State, 
Territory, and Commonwealth) may be made by Senators, Delegates or the 
Resident Commissioner after approval by the head of the library authority of the 
State, Territory, or Commonwealth, which libraries shall, in addition to acting 
as depository libraries, retain at least one copy of all Government publications, 
provide interlibrary loan and reference service and assistance for depository 
libraries in the disposal of unwanted Government publications. 

It appears to us that the bill, if enacted, would clearly improve existing 
law by expanding and clarifying many of its provisions and bringing it up-to-date 
and in conformity with current library practices and thinking. 

Section (6) of the bill, for example, greatly strengthens existing law, by re- 
quiring that the depository library hereafter designated by a Representative, 
Delegate, or Resident Commissioner, shall be accessible to the public, by requiring 
that it maintain an inventory of at least 10,000 books, whereas the minimum 
was previously 1,000, and by requiring that Government publications be properly 
maintained. 

Since this Agency is not a depository library we do not feel that it would be 
appropriate to comment on the technical details of the bill. 

We would suggest, however,*that the Congress may wish to give consideration 
to an amendment to section (6) of the bill so as to make it clear that executive 
agencies such as this Agency or the Atomic Energy Commission, which are in- 
dependent and are not established in any of the executive departments, could be 
designated as depository libraries. 

I have been advised by the Bureau of the Budget that there would be no ob- 
jection to the submission of this report. 

Sincerely yours, 
ALBERT M. Core, Administrator. 
| 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 27, 1958. 
Hon. OMAR BURLESON, 
Chairman, Committee on House Administration, 
House of Representatives, Washington, D.C. 


Dear Mr. BurRLESON : Reference is made to your request for the views of this 
Department with respect to H. R. 11042, a bill to revise the laws relating to de- 
pository libraries. 

The Department recommends enactment of H. R. 11042 but only if it is amended 
as suggested herein. 

Three provisions of H. R. 11042 interest this Department. Two are beneficial. 
The third is objected to.’ 

1. Delegates from the Territories and Resident Commissioners woul be allowed 
to designate two depository libraries in each Territory or Commonwealth. This 
would include the Territories of Alaska and Hawaii and the Commonwealth of 
Puerto Rico. The measure should be amended to include the Virgin Islands and 
Guam, as follows: 

On page 2, line 24, immediately following the word “Territory,” insert the 
words “and by the Governors of Guam and the Virgin Islands,”. 

On page 6, line 17, immediately following the word “Delegates,” insert the 
word “Governors,”. 

2. The bill has an excellent provision that additional depository libraries within 
executive departments may be designated to receive Government publications to 
the extent that the number so designated shall not exceed the number of major 
bureaus or divisions of such departments. At present there is but one depository 
library in this Department and the above provision would allow the establishment 
of at least as many more as there are major bureaus, and additional ones depend- 
ing upon the interpretation of the term “major bureaus or divisions.” Thus the 
Department could have depository collections at such places as Portland, Denver, 
Pittsburgh, and elsewhere. 

3. Section 5 of the bill provides in part: 

“The cost of printing and binding those quantities of publications which are dis- 
tributed to depository libraries shall be charged to the appropriation or allotment 
of that component of the Government which orders the printing of such publica- 
tions.” 


The Department believes that the cost of any operation should be allocated to 
and justified by the agency controlling the operation—in this case, the Superin- 
tendent of Documents. To finance this operation by transferring costs from the 
Superintendent of Documents to the author agencies would eliminate the possi- 
bility of determining the costs of the depository library program and would place 
control of the expenditures of one agency in the hands of another agency. It is 
therefore urged that the above provision be stricken from the measure. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
D. OTis BEASLEY, 
Administrative Assistant Secretary of the Interior. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 14, 1958. 
Hon. Wayne L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration; Washington, D. C. 


Deak CONGRESSMAN Hays: This is in further reply to your request for the 
comments of this Department on H. R. 11042, a bill to revise the laws relating 
to depository libraries. 

An increase in the number of depository libraries throughout the country would 
be advantageous both to the public and to the Government. It would make 
Government publications more widely accessible and increase the service capac- 
ity of Government agencies. This would seem to be the primary purpose of 
H. R. 11042, and with this this Department concurs. However, the bill in its 
present form raises administrative problems which should be seriously considered. 

At present the Department is required by the Joint Congressional Committee 
on Printing to send a copy of all public material processed in the Department to 
the Superintendent of Documents, who makes a selection for listing in his catalog. 
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Depository and other libraries throughout the country request such of this mate- 
rial as they need and receive copies from the Department while supplies last. 
H. R. 11042, however, would authorize the designation by Members of Congress 
of 1.648 depository libraries and would permit the possible designation of deposi- 
tories within the executive departments up to the number of major bureaus or 
divisions of such departments. This could multiply several times the 574 deposi- 
tory libraries now established pursuant to law. 

Section 5 of the bill would require that a sufficient number of copies of selected 
publications to cover all depositories be delivered to the Superintendent.6f Docu- 
ments, but it would restrict the total number of copies to existing supply ceilings. 
Limitations set by the Joint Congressional Committee on Printing for any pub- 
Hcation processed in the Department are 50,000 impressions (number of copies 
times the number of pages). This could mean that in some cases there would not 
be enough copies to supply all depository libraries, and in others leave no supply 
for other necessary purposes. 

Much of the material processed in the agencies, not heretofore automatically 
furnished to depository libraries, is of a temporary or preliminary character and 
falls within various levels of usefulness from a library retention standpoint. As 
it would be impossible in most cases to know the number of copies required in 
advance of processing, and since the Superintendent of Documents could gfve 
only general instructions as to types in advance, much material not needed would 
have to be processed in order that a supply of publications selected be available. 
This would be wasteful of machinery, staff, and material, and would call for 
additional machinery and staff since the latter is already working at capacity. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
JAMES T. O’CONNELL, 
Under Secretary of Labor. 


THE LIBRARIAN OF CONGRESS, 
Washington, D. C., March 7, 1958. 
Hon. WayYNE L. Hays, 
Chairman, Subcommiitee To Study Federal Printing and Paperwork, 
United States Capitol, Washington, D. C. 


Deak Mr. Hays: We have watched with interest the process of drafting H. R. 
11042, a bill to revise the laws relating to depository libraries, and consequently 
welcome the invitation in your letter of March 1 to submit our views and recom- 
mendations concerning it. 

In our opinion you have neatly resolved most of the problems facing the de- 
pository libraries and we believe that if appropriations are forthcoming to make 
possible the slightly larger editions of some publications now being issued in’ 
near-print form, and for the Superintendent of Documents to issue enough mate- 
rials in microfacsimile form as well as in printed form, and to make the firsthand 
investigations of depository libraries as required by the Bill, we can look for- 
ward to great improvements in the system. 

We are particularly pleased with the provision in section 5 which excludes 
from distribution to depository libraries the so-called “cooperative publications 
which must necessarily be sold in order to be self-sustaining.” This will permit 
the Library of Congress to continue to depend on paid subscriptions to its pub- 
lished catalogs to reimburse the Treasury of the United States for substantial 
sums appropriated for publication. 

The provision for regional depository libraries seems to us to be the most im- 
portant change proposed. Only if and when such libraries come into being, 
however, will librarians of other depository libraries obtain the benefits made 
possible by other features of the bill: more selective acquisition of Government 
publications and the freedom to discard little-used ‘material after a period of 5 
years. It seems unrealistic, however, to expect that any library not supported 
by State funds will be willing or able to assume the responsibility of serving 
as a regional depository library for a whole State or even half a State (the bill 
authorizes the establishment of not to exceed two depository libraries in each 
State, Territory, and Commonwealth). It would seem desirable, therefore, to 
restrict the number of regional libraries to not to exceed one for each State, 
Territory, and Commonwealth and to require that its support be assured by the 
State, Territory, or Commonwealth or by the group of States which it would 
serve in the poorer or more sparsely populated regions. 

Because we believe that it is in the interest of the Government of the United 
States to make its publications more accessible to the people and that the most 
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effective means for doing this is through an improved system of depository 
libraries, we are grateful to you for your thoughtful work on this legislation. 
Sincerely yours, 
L. Quincy MUMFoRD, 
Librarian of Congress. 





SECURITIES AND ExCHANGE COMMISSION, 
Washington, D. O., May 12, 1958. 


Re H. R. 11042, 85th Congress, 2d session, a bill to revise the laws relating to 
depository libraries. 
Hon. Warne L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D.C. 

Dears Mr. Hays: This refers to your letter of March 1, 1958, in which you 
request this Commission’s comments on H. R. 11042. 

Section 5 of that bill states that the costs of printing and binding copies of 
agency publications which the Superintendent of Documents furnishes to the 
depository libraries shall be borne by the issuing agency. The functions of this 
agency are such that they involve the widespread distribution to the public of 
information through the medium of various publications and releases the extent 
of which is unusually large in relation to the size of the agency. Since the costs 
of publishing this material for the libraries may be significant in terms of the 
relatively small budget of this agency, adoption of the bill without a proportional 
increase in our appropriation could impose an undue restriction on our activities 
in important areas. Accordingly, the Commission is of the opinion that provision 
should be made for relieving ‘the issuing agencies from the cost of printing and 
binding the documents covered by the bill. 

The Commission has been advised by the Bureau of the Budget that it has 
no objection to the submission of the views stated above. 

Sincerely yours, 
Epwakp N. Gapssy, Chairman. 





NATIONAL HEADQUARTERS, SELECTIVE SERVICE SYSTEM, 
Washington, D. C., April 24, 1958. 
Hon. WAYNE L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, House of Representatives. 


Deak Mr. CHAIRMAN: As requested in your letter of March 1, 1958, I am pleased 
to furnish your committee my views and recommendations concerning H. R. 
11042, a bill to revise the laws relating to depository libraries. 

This bill would amend various sections of the United States Code, which 
provide generally for the establishment and maintenance in the States, Terri- 
tories, and possessions of depository libraries to which the Superintendent of 
Documents is required to furnish copies of Government publications, such as are - 
of public interest or educational value. It would also provide for transferring 
to the agency publishing the information the cost of printing of the publica- 
tions distributed to depository libraries, which by present law is placed upon the 
Superintendent of Documents. 

This latter provision of the proposed bill would transfer to the Selective 
Service System budgeting and disbursing responsibility for the printing of publi- 
cations distributed to depository libraries heretofore borne by the Superintendent 
“f Documents. However, I have no objection to this transfer of responsibility. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report to your committee. 

Sincerely yours, 
Lewis B. Hersuey, Director. 


ane INSTITUTION, 
ashi . 0. it 24, \ 
Hon. Wayne L. Haya, ngton, D. C., April 24, 1958 


Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D. C. 
Deak Mp. Hays: Reference is made to your letter of March 1, 1 requestin 
the Smithsonian Institution's comments on H. R. 11042, a bill to nae ius 


a to depository libraries, and to my letter of acknowledgment dated March 
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Publication of scientific research is an absolutely essential part of carrying on 
research programs. For this reason, the Institution earnestly hopes that the 
depository libraries will continue to have Smithsonian publications sent to 
them through the Office of the Superintendent of Documents.. Under present 
arrangements, all funds allotted to the Smithsonian Institution for printing and 
binding its publications are being used for preparing, publishing, and distributing 
results of the Institution’s current researches. Consequently, in order to comply 
with the provision of this bill that “the cost of printing and binding those quanti- 
ties of publications which are distributed to depository libraries shall be charged 
to the printing and binding allotment of the agency ordering the printing of publi- 
cations,” increased appropriations will be required to cover these additional 
costs of printing and binding. 

The Bureau of the Budget advises there is no objection to the submission of 
this report to the Congress. 
Sincerely yours, 

LEONARD CARMICHAEL, Secretary. 


DEPARTMENT OF STATE, 
Washington, D. C., April 24, 1958. 
Hon. Wayne L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, House of Representatives. 


Deak Mer. Hays: In your letter of March 1, 1958, you brought to the attention 
of the Department of State the request of the Committee on House Administra- 
tion for a report containing the Department’s views and recommendations con- 
cerning H. R. 11042, a bill to revise the laws relating to depository libraries. 

A study has been made of the various sections of this bill and the Depart- 
ment’s report is submitted below : 


Section 1 

The wording of this section of the bill will require a very close examination 
of all manuscripts submitted for printing and/or reproduction in order to deter- 
mine whether printed copies should be made available to the Superintendent of 
Documents for distribution to depository libraries. It will also require the De- 
partment to prepare a list of those publications, with designated exceptions, 
which is issued during the previous month that were obtained from sources other 
than the Government Printing Office. While these functions will impose an ad- 
ditional burden on the personnel required to do the work, every effort will be 
made to accomplish it with the present staff. 


Section 5 

This section of the bill will materially increase the Department’s liaison ac- 
tivities with the Office of the Superintendent of Documents ; it will make it neces- 
sary for the Department to request approval of the Bureau of the Budget before 
ordering the printiag of an increased number of copies of periodicals to cover 
the distribution of such publications to designated depository libraries and State 
and Territorial libraries; it will also require the Department of State to pay 
the cost of printing and binding of Department publications that are distributed 
to depository libraries. It is estimated that if distribution of the Department’s 
publications is made to all of the approximately 580 depository libraries now 
established that the cost would be about $17,500 annually. A breakdown of the 
types of publications distributed and the estimated annual cost of each type is 
given below : 
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Materials produced other than at the Government Printing Office_.___- 2, 500 
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In effect, the payment of this sum ($17,500) by the Department for copies of 
publications for distribution to depository libraries is tantamount to a cut in 
the Department’s funds for printing and binding. The Department cannot con- 
tinue its present publications program and at the same time pay for the cost of 
copies of publications to be sent to depository libraries. Furthermore, it is also 
believed the Department must give serious consideration to the possibility that, 
under the terms contained in this bill (H. R. 11042), the number of depository 
libraries may be materially expanded and that the cost of providing copies of 
publications for the depository libraries might nearly double. 
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Recommendations.—That the cost-of copies of publications for distribution 
to depository libraries continue to be paid from funds appropriated by the Con- 
gress to the Superintendent of Documents. 


Section 7 


The library of the Department of State is a depository library. The Depart- 
ment has no plans at this time to submit a certificate for any additional deposi- 
tory libraries within the Department, but may wish to do so later if this bill 
should become law. 


Section 8 


The only difference between the wording of the first sentence of this section 
and the wording of the first sentence of title 44, United States Code, section 92, 
is found in the words “of a permanent nature which are” which have been added 
immediately after the word “publications.” It is believed, therefore, that com- 
pliance with the first sentence of title 44, United States Code, section 92, would 
also constitute compliance with the first sentence of section 8 of this bill if it is 
enacted into law. 

None of the provisions of the other sections of this bill appear to affect the 
activities of the Department of State. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary 
(For the Secretary of State.) 


TENNESSEE VALLEY AUTHORITY, 
Knoovilie, Tenn., March 26, 1958. 
Hon. WaYNE L. Hays, 
Chairman, Subcommittee To Study Federal Printing and Paperwork, 
Committee on House Administration, Washington, D.C. 


Deak Me. Hays: This is in further response to your request of March 1 for 
our views and recommendations concerning H. R. 11042, a bill to revise the laws 
relating to depository libraries. 

The revision of the old laws on depository libraries now in effect seems desir- 
able. The provisions of H. R. 11042 for justification of depository designations, 
for periodic review of such designations, including an examination of the de- 
positories’ operations, and for distribution of publications to the depositories 
only on request should help make the depositories a more effective means of dis- 
seminating information of public interest in Government publications. The plan 
set forth in section 9 of designating regional depositories which would receive 
copies of all available Government publications seems good. Proper location and 
use of such regional depositories should make it possible to decrease the number 
of publications sent to the regular depositories. 

There is one feature of the bill which we think should receive further considera- 
tion. Section 5 would require each Government agency ordering a publication to 
obtain and deliver to the Superintendent of Documents enough copies to furnish 
one to every depository library, although it is not known at the time of printing 
how many, if any, of the depositories will want a copy. This could result in con- 
siderable waste, particularly in the case of publications like technical engineering 
reports which are expensive and normally would be published in comparatively 
small numbers. We believe provision should be made, either in the bill or in 
regulations authorized by the bill, for determining in advance, perhaps through a 
continuing selection on the basis of general subject matter, the approximate num- 
ber of copies of a publication that would actually be needed for the depositories. 
In view of the availability of all Government publications at the regional deposi- 
tories, it would seem in order to provide that the Superintendent of Documents 
shall send to the regular depositories only those publications that are likely to be 
of widespread interest. 

This report has been submitted to the Bureau of the Budget which advises that 
it has no objection to submission of the report to your committee. 

Sincerely yours, 
Hersert D. VOGEL, 
Chairman of the Board. 
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FREE IMPORTATION OF TOURIST LITERATURE 


Ferrvary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H.R. 2411] 


The Committee on Ways and Means, to whom was referred the 
bil' (H.R. 2411) to amend paragraph 1629 of the Tariff Act of 1930 
so as to provide for the free importation of tourist literature, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 2411 is to amend paragraph 1629 of the Tariff 
Act of 1930, a free-list provision, by adding at the end thereof a new 
subparagraph covering tourist literature issued by certain groups and 
which relates chiefly to places or travel facilities outside the continen- 
tal United States. 

GENERAL STATEMENT 


The basic statutory language in the tariff schedules of the Tariff 
Act of 1930 does not specifically mention tourist literature. In the 
schedules of that act tourist literature is embraced within broader 
tariff provisions in several paragraphs, chiefly paragraph 1410. Asa 
result of trade agreement concessions certain aa of tourist litera- 
ture have been carved out of the broader statutory provisions and are 
pe dutiable at reduced rates of duty. Thus the type of tourist 
iterature that is principally covered by H.R. 2411 is presently dutiable 
at the rate of 3% percent ad valorem, if of bona fide foreign authorship, 
and at the rate of 6% percent if not of such authorship. Other tourist 
literature is dutiable at different rates of duty depending on the specific 
provisions of the tariff. Paragraph 1629 provides for the free entry 
of “public documents issued by foreign governments” and this pro- 
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vision has been held to include tourist literature issued wholly by or 
at the instance and expense of a foreign government or subdivision 
thereof. The purpose and effect of H.R. 2411 is to simplify the tariff 
treatment of such tourist literature and to extend the application of 
the duty-free treatment to a broader class of tourist literature. 

During the course of consideration of an identical bill which was 
reported favorably to the House last year, your committee inquired 
as to the possible effect which it might have relative to the possible 
importation of subversive or propaganda material. Your committee 
was assured that this bill would not affect or in any way alter existing 
statutory controls on the importation of so-called subversive or 
propaganda material. The present controls in this area are found in 
section 305 of the Tariff Act of 1930, as amended (19 U.S.C. 1305), 
and also are derived from interpretations of the Foreign Agents 
Registration Act of 1938, as amended (22 U.S.C. 611-621). Section 
305 of the Tariff Act of 1930 prohibits the importation of— 


* * * any book, pamphlet, paper, writing, advertisement, 
circular, print, picture, or drawing containing any matter 
advocating or urging treason or insurrection against the 
United States, or forcible resistance to any law of the 
United States * * *. 


Your committee was further advised that control over the importa- 
tion of political propaganda is exercised by the Treasury and Post 
Office Departments pursuant to the provisions of the Foreign Agents 
Registration Act of 1938, as amended (22 U.S.C. 611-621), as inter- 
— by the Attorney General, The statute is administered by the 

egistration Section of the Internal Security Division, Department of 
Justice. (See 28 CFR, pt. 5.) The Treasury and Post Office Depart- 
ments assist in the enforcement of the act as it relates to the importa- 
tion and transmission of political propaganda through the mails. 

Your committee has received onal le reports on this legislation 
from the Departments of State and Treasury, as well as an informative 
report from the Tariff Commission. 

our committee is unanimous in recommending the enactment of 


H.R. 2411. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PARAGRAPH 1629 or THE TarirF Act oF 1930 
TITLE II—FREE LIST 


Section 201, That on and after the day following the passage of 
this Act, except as otherwise specially provided for in this Act, the 
articles mentioned in the following paragraphs, when imported | into 
the United States or into any of its possessions (except the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman 
ont ; Johnston Island, and the island of Guam), shall be exempt from 

uty: 
* * * . . 
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Par. 1629. (a) Hydrographic charts and publications issued for 
their subscribers or exchanges by scientific or literary associations or 
academies, and publications of individuals for gratuitous private 
circulation, not advertising matter, and public documents issued by 
foreign Governments; books, maps, music, engravings, photographs, 
etchings, lithographic prints, bound or unbound, and charts, which 
have been printed more than twenty years at the time of importa- 
tion: Provided, That where any such books have been rebound wholly 
or in part in leather within such period, the binding so placed upon 
such books shall be dutiable as provided in paragraph 1410, 

(b) X-ray film, exposed, whether or not developed. 

(c) Any catalog, price list, or trade notice relating to offers, by a 
person whose principal place of business or bona fide residence is in a 
foreign country, to sell or rent products of a foreign country or to 
furnish foreign or international transportation or commercial insurance 
services: 

(d) Tourist literature containing historical, geographic, timetable, 
travel, hotel, or similar information, chiefly with respect to places or 
travel facilities outside the continental United States, issued by foreign 
governments or departments, agencies, or political subdivisions thereof, 
boards of trade, chambers of commerce, automobile associations, or similar 
organizations or associations. 
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ESTABLISHING A PEACETIME LIMITATION ON THE 
NUMBER OF LIEUTENANT GENERALS IN THE MARINE 
CORPS 


Fepruary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 


Mr. Kitpay, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 3323] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 3323) to establish a peacetime limitation on the number of 
lieutenant generals in the Marine Corps, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the proposed legislation is to allow the Marine Corps 
to have five officers serving in the grade of lieutenant general in time 
of peace. 

The proposed legislation will not increase the number of lieutenant 
generals serving on active duty in the Marine Corps but will eliminate 
the necessity for the reduction of three general officers now serving as 
lieutenant generals to the grade of major general in the event the 
present emergency should be terminated. 

Under section 415(a) of the Officer Personnel Act of 1947 (now 
sec. 5232, title 10, U.S.C.) the President is authorized to designate 
officers of the Marine Corps for appropriate higher commands, or for 
the performance of any duty of great importance and responsibility 
and any officer so designated may have the rank, pay, and allowances 
of a lieutenant general while so serving. ‘This section further provides 
that the number of general officers serving in this grade may not exceed 
10 percent of the authorized number of non-restricted-duty general 
officers and that except in time of war or national emergency not more 
than two officers may be so serving. 

It is the latter provision of the Officer Personnel Act that would be 
amended by substituting the word “five” for the word “two’’. 

At present there are five lieutenant generals serving on active duty 
in the Marine Corps. At the time the Officer Personnel Act was 
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enacted into law the permanent authorized strength of the Marine 
Corps was 7,000 commissioned officers, 1,200 commissioned warrant 
and warrant officers, and 100,000 enlisted men. Since that time the 
ersonnel strength of the Marine Corps has been materially increased. 
Inder the act of June 28, 1952, which amended section 206(c) of the 
National Security Act of 1947, the United States Marine Corps was 
organized so as to include not less than three combat divisions and 
three air wings and such other land combat, aviation, and other 
services organic to these units. And in addition, the law provided 
that the personnel strength of the Regular Marine Corps would be 
maintained at not more than 400,000. 

At present, the Marine Corps has a strength of approximately 
185,000 officers and enlisted personnel which requires a grade struc- 
ture of five lieutenant generals. Even if the present national emer- 
gency should be terminated, the Marine Corps strength would remain 
at approximately its present level or even considerably less and there 
would still be an urgent need for five lieutenant generals. 

Unless the proposed legislation is enacted, however, the Marine 
Corps would be required to reduce their grade structure from five 
lieutenant generals to two lieutenant generals. This would be an 
inadequate grade structure for the strength of the Marine Corps. 

The five lieutenant generals now serving in the Marine Corps con- 
sist of the commanding general of the Fleet Marine Force Atlantic, 
commanding general of the Fleet Marine Force Pacific, the Assistant 
Commandant of the Marine Corps, the Chief of Staff to the Com- 
mandant, and the Commandant of the Marine Corps Schools at 
Quantico, Va. 

No additional cost would result following enactment of the pro- 
posed legislation. Should the national emergency terminate without 
enactment of the proposed legislation the increased cost for three 
additional lieutenant generals would amount to a total of $6,900 
per year. 

The Committee on Armed Services unanimously recommends enact- 
ment of the proposed legislation. 

The Department of Defense recommends enactment of the pro- 
posed legislation and the Bureau of the Budget has approved the 
proposed legislation as indicated by the following attached letter: 


Tue Secretary OF DEFENSE, 
Washington, D.C., December 22, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation to establish a peacetime limitation on the number of lieutenant 
generals in the Marine Corps. 

This proposal is a part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this legislation be enacted 
by the Congress. 
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PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to establish a peacetime 
limitation on the number of officers of the Marine Corps who may be 
appointed to the rank of lieutenant general for appropriate higher 
commands or for duty of great importance and responsibility. 

Section 5232 of title 10, United States Code, authorizes the President 
to designate officers of the Marine Corps for appropriate higher com- 
mands, or for the performance of any duty of great importance and 
responsibility and provides that officers so designated may have the 
rank, pay, and allowances of lieutenant general while so serving. 
This section further provides that the number who may be so serving 
at any time may not exceed 10 percent of the authorized number of 
unrestricted duty general officers, and that except in time of war or 
national emergency not more than two officers may be so serving. 

The proposed legislation would amend section 5232 of title 10, 
United States Code, so as to increase from two to five the number of 
officers who may be designated under the section in time of peace. 
The proposal would not increase the number of general officers author- 
ized by section 5443 of title 10, United States Code. 

Should the present national emergency terminate and the law remain 
unchanged, the Marine Corps would immediately be reduced to an 
allowance of two lieutenant generals, a number entirely inadequate 
to meet the minimum needs of its peacetime organizational structure. 
When the present peacetime limitation of two lieutenant generals was 
imposed upon the Marine Corps, the permanent authorized strength 
of the Corps was 7,000 commissioned officers, 1,200 commissioned 
warrant and warrant officers, and 100,000 enlisted men. This strength 
was sufficient to provide for but two understrength divisions and one 
brigade, two understrength aircraft wings and one separate aircraft 
group, and minimum supporting elements. Even on the basis of that 
organizational structure it was not possible, under a limitation of two 
lieutenant generals, to provide rank commensurate with the impor- 
tance and responsibility of some of the corps’ major military and 
administrative commands. 

Since the present peacetime limitation on lieutenant generals was 
imposed, the authorized personnel strength of the corps has been 
materially increased to provide specifically for a minimum establish- 
ment in terms of combat divisions and air wings. The act of June 28, 
1952 (66 Stat. 282), amended section 206(c) of the National Security 
Act of 1947 so as to provide the following strength for the Marine 
Corps: 

“The U.S. Marine Corps, within the Department of the Navy, shall 
be so organized as to include not less than three combat divisions and 
three air wings, and such other land combat, aviation, and other 
services as may be orgunic therein, and except in time of war or 
national emergency hereafter declared by the Congress, the personnel 
strength of the Regular Marine Corps shall be maintainted at not more 
than four hundred thousand.” 

The flexible distribution in the grades of major general and below, 
such as is now provided by law, will enable the corps to meet its 
increased officer needs in those grades incident to the effective mainte- 
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nance of the permanent organization currently authorized. Such an 
organization cannot, however, be properly officered in some of its 
most important and responsible positions if it is to continue to be 
restricted to the finite peacetime limitation of two lieutenant generals. 
Under this limitation, which was in effect prior to the present emer- 
gency, the commanding generals of the Fleet Marine Force Atlantic 
and the Fleet Marine Force Pacific, were the two officers designated 
to have the rank of lieutenant general. Any lower rank is not only 
disproportionate to the responsibilities of these two operational com- 
mands, but would be a handicap in the relations which necessarily 
exist between them and other comparable commands in the Army, 
Navy, and Air Force. Following the declaration of the national 
emergency, two additional officers, the Assistant Commandant of 
the Marine Corps and the Commandant of the Marine Corps Schools 
at Quantico, Va., were designated by the President to have the rank of 
lieutenant general and in 1953 the President designated the Assistant 
Commandant of the Marine Corps for Air to have that rank. In 1957, 
as a result of reorganization of the Commandant’s staff, the billet of 
Assistant Commandant of the Marine Corps for Air was discontinued 
and the Chief of Staff to the Commandant of the Marine Corps was 
designated to have the rank of lieutenant general. The duties and 
responsibilities of the three officers who will hold the rank of lieutenant 
general so long as the present national emergency is not terminated, 
like those of the commanding generals, Fleet Forces Atlantic and 
Pacific, are fully commensurate with the rank of lieutenant general 
and will so continue under the currently authorized peacetime 
organizational structure. 

This proposed legislation is urgently needed in order that appro- 
priate rank may continue to be available for military and adminis- 
trative commands of importance and great responsibility in the per- 
manent organizational structure, other than the two to which the 
corps would be limited under present law immediately upon termina- 
tion of the present national emergency. 


COST AND BUDGET DATA 


Enactment of the proposed legislation would involve no additional 
cost at present inasmuch as five officers, the number requested on 
a permanent basis, are now receiving the pay and allowances of lieu- 
tenant general. Upon termination of the national emergency, the 
increased cost would be $2,300 per year for each of the additional three 
lieutenant generals, or a total of $6,900 per year. This represents the 
$500 personal expense allowance and the additional monthly increment 
in pay of $150 which was provided by the recent amendments to the 
Career Compensation Act for lieutenant generals. The proposal will 
result in no increase in either the total number of officers or the total 
number of general officers. 

Sincerely yours, 
Donatp A. Quaruzs, Deputy. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to establish a peacetime 
limitation on the number of officers of the Marine Corps who may be 
appointed to the rank of lieutenant general for appropriate higher 
commands or for duty of great importance and responsibility. 
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Section 5232 of title 10, United States Code, authorizes the Presi- 
dent to designate officers of the Marine Corps for appropriate higher 
commands, or for the performance of any duty of great importance 
and responsibility and provides that officers so designated may have 
the rank, pay, and allowances of lieutenant general while so serving. 
This section further provides that the number who may be so serving 
at any time may not exceed 10 percent of the authorized number of 
unrestricted duty general officers, and that except in time of war or 
national emergency not more than two officers may be so serving. 

The proposed legislation would amend section 5232 of title 10, 
United States Code, so as to increase from two to five the number of 
officers who may be designated under the section in time of peace. 
The proposal would not increase the number of general officers author- 
ized by section 5443 of title 10, United States Code. 

Should the present national emergency terminate and the law re- 
main unchanged, the Marine Corps would immediately be reduced to 
an allowance of two lieutenant generals, a number entirely inadequate 
to meet the minimum needs of its peacetime organizational structure. 
When the present peacetime limitation of 2 lieutenant generals was 
imposed upon the Marine Corps, the permanent authorized strength 
of the corps was 7,000 commissioned officers, 1,200 commissioned 
warrant and warrant officers, and 100,000 enlisted men. This strength 
was sufficient to provide for but two understrength divisions and one 
brigade, two understrength aircraft wings and one separate aircraft 
group, and minimum supporting elements. Even on the basis of that 
organizational structure it was not possible, under a limitation of two 
lieutenant generals, to provide rank commensurate with the impor- 
tance and responsibility of some of the corps’ major military and ad- 
ministrative commands. 

Since the present peacetime limitation on lieutenant generals was 
imposed, the authorized personnel strength of the corps has been mate- 
rially increased to provide specifically for a minimum establishment in 
terms of combat divisions and airwings. The act of June 28, 1952 
(66 Stat. 282), amended section 206(c) of the National Security Act of 
1947 so as to provide the following strength for the Marine Corps: 

“The United States Marine Corps, within the Department of the 
Navy, shall be so organized as to include not less than three combat 
divisions and three air wings, and such other land combat, aviation, 
and other services as may be organic therein, and except in time of 
war or national emergency hereafter declared by the Congress, the 
personnel strength of the Regular Marine Corps shall be maintained 
at not more than four hundred thousand.” 

The flexible distribution in the grades of major general and below, 
such as is now provided by law, will enable the corps to meet its 
increased officer needs in those grades incident to the effective main- 
tenance of the permanent organization currently authorized. Such 
an organization cannot, however, be properly officered in some of its 
most important and responsible posi-ions if it is to continue to be re- 
stricted to the finite peacetime limitation of two lieutenant generals. 
Under this limitation, which was in effect prior to the present emer- 
gency, the commanding generals of the Fleet Marine Force, Atlantic 
and the Fleet Marine Force, Pacific, were the two officers designated 
to have the rank of lieutenant general. Any lower rank is not only 
disproportionate to the responsibilities of these two operational com- 
mands, but would be a handicap in the relations which necessarily 
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exist between them and other comparable commands in the Army, 
Navy, and Air Force. Following the declaration of the national 
emergency, two additional officers, the Assistant Commandant of the 
Marine Corps and the Commandant of the Marine Corps Schools at 
Quantico, Va., were designated by the President to have the rank of 
lieutenant general and in 1953 the President designated the Assistant 
Commandant of the Marine Corps for Air to have that rank. In 
1957 this office was discontinued and the Chief of Staff to the Com- 
mandant of the Marine Corps was designated to have the rank of 
lieutenant general. The duties and responsibilities of these three 
officers, like those of the commanding generals, Fleet Marine Forces, 
Atlantic and Pacific, are fully commensurate with the rank of lieuten- 
ant general and will so continue under the currently authorized 
peacetime organizational structure. 

This proposed legislation is urgently needed in order that appro- 
priate rank may continue to be available for military and administra- 
tive commands of importance and great responsibility in the perma- 
nent organizational structure, other than the two to which the corps 
would be limited under present law immediately upon termination of 
the present national emergency. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 16, 1955, 
as a part of the Department of Defense legislative program for 1955. 
It was introduced as H.R. 7028. H.R. 7028 passed the House on 
July 18, 1955, but no further action was taken thereon. A similar 
bill, H.R. 3235, likewise passed the House in March of 1957, but 
no further action was taken. 


COST AND BUDGET DATA 


Enactment of the proposed legislation would involve no additional 
cost at present inasmuch as five officers, the number requested on a 
permanent basis, are now receiving the pay and allowances of lieu- 
tenant general. Upon termination of the national emergency, the 
total increased cost for the three additional lieutenant generals would 
be $6,900 a year, representing a $500 a year personal money allowance 
authorized ~ the Career Compensation Act of 1949 for lieutenant 
generals and the additional monthly increment of $150 authorized by 
recent amendments to the Career Compensation Act. 


SUMMARY 


Purpose of the bill—The purpose of the proposed legislation is to 
allow the Marine Corps to have five officers serving in the grade of 
lieutenant general in time of peace. The proposed legislation will not 
increase the number of lieutenant generals now serving on active duty 
in the Marine Corps. 

Explanation of bill. —The bill amends a provision of the Officer 
Sener Act now contained in section 5232 of title 10, United States 

ode. 

Under existing law if the present emergency should be terminated 
by the President the Marine Corps would only be authorized to have 
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two lieutenant generals. The Marine Corps now has five lieutenant 
generals serving on active duty. Present law authorizes the President 
to designate officers of the Marine Corps for higher commands or for 
the performance of any duty of great importance and responsibility 
and provides that officers so designated may have the rank, pay, and 
allowances of a lieutenant general while so serving. Existing law 
further provides that the number who may be so serving at any time 
may not exceed 10 percent of the authorized number of unrestricted 
general duty officers and except in time of war or national emergency, 
not more than two officers may be so serving. The proposed legisla- 
tion would increase the number that may serve in peacetime from 
two to five. 

Fiscal data.—There is no new cost involved. 

Committee position.—There are no committee amendments. The 
report of the committee is unanimous. 

Departmental data.—The proposal is a part of the Department of 
Defense legislative program for 1959 and the Bureau of the Budget 
has advised there is no objection to the proposed legislation. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, existing law in which no change is proposed is shown 
in roman): 


§ 5232. Marine Corps positions: general and lieutenant generals 


(a) The President may designate officers on the active list of the 
Marine Corps above the grade of colonel and, in time of war or na- 
tional emergency, above the grade of lieutenant colonel for— 

(1) appropriate higher commands; or 

(2) performance of duty of great importance and responsibility. 
An officer so designated may be appointed by the President, by and 
with the advice and consent of the Senate, to the grade of lieutenant 
general. Such an appointment is effective on the date the officer 
reports for the designated duty and terminates on the date he is 
detached. The Secretary of the Navy shall determine the rank of 
officers in the grade in which they are serving under this section. 

(b) The number of officers serving in the grade of lieutenant general 
may not exceed [two] five except in time of war or national emergency, 
and may not, at any time, exceed 10 percent of the number of officers 
not restricted in the performance of duty prescribed for grades above 
colonel in— 

(1) section 5443 of this title, if that section is operative; or 
(2) section 5448 of this title, if section 5443 is inoperative. 

(c) An officer of the Marine Corps assigned as Chief of Staff to 
the President shall be appointed by the President, by and with the 
advice and consent of the Senate, to the grade of general. Such an 
appointment is effective while the officer is so serving. 

(d) An appointment under this section does not create a vacancy 
in the grade held by the officer at the time he is appointed and does 
not increase the authorized strength of the Marine Corps in officers 
on the active list. 

O 
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FREE IMPORTATION OF CERTAIN CHAPEL BELLS 


Fesruary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mutts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 3681] 


The Committee on Ways and Means to whom was referred the bill 
(H.R. 3681) to provide for the free entry of certain chapel bells im- 
orted for the use of the Abelard Reynolds School No. 42, Rochester, 
V.Y., having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 3681 is to authorize and direct the Secretary of 
the Treasury to admit free of duty 25 chapel bells imported for the use 
of the Abelard Reynolds School No. 42, Rochester, N.Y. 


GENERAL STATEMENT 


Your committee’s bill, H.R. 3681, would permit the duty-free im- 
portation of a set of 25 chapel bells for the use of the Abelard Reynolds 
School No. 42, of Rochester, N.Y. Your committee was advised, dur- 
ing the course of consideration of an identical bill which was reported 
favorably to the House last year, that the bells range from 2 to 8 
inches in diameter, and would be used for the musical training and 
appreciation of students at the school, remaining the property of the 
school. Your committee was further advised that these bells are not 
manufactured in the United States, 

From time to time your committee has, in especially meriotrious 
cases, recommended legislation of this nature. Your committee is 
convinced that this is a deserving case, and is unanimous in recome 
mending enactment of this bill. 


O 
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PROVIDING IMPROVED OPPORTUNITY FOR PROMOTION 
FOR CERTAIN OFFICERS IN THE NAVAL SERVICE, AND 
FOR OTHER PURPOSES 


Fesprouary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Kiupay, from the Committee on Armed Services, submitted the 
following 


REPORT 


|To accompany H.R. 4413] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 4413) to provide improved opportunity for promotion for cer- 
tain officers in the naval service, and for other purposes, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 4, line 9, after the word “‘considered”’ insert the words ‘‘for 
continuation’. 

On page 7, line 18, after the word ‘‘Code”’ insert a period and strike 
out “, or, if greater, the number of years of’’ and all of lines 19 and 20. 

On page §, line 2, strike out the comma after the word “pay” and 
insert immediately thereafter the following: ‘‘under subsection (b), 
and in determining the resultant number of years of early retirement 
under subsection (d),”’. 

On page 8, after line 5, insert the following new subsections: 


(d) An officer who on the date of enactment of this Act 
is serving in the grade of captain or commander in the 
Regular Navy or colonel or lieutenant colonel in the Regular 
Marine Corps or is on a promotion list for promotion to one 
of those grades, who is not thereafter recommended for 
promotion to a higher grade, and who is retired under this 
Act shall be paid, in addition to his retired pay, lump-sum 
payments under one of the following methods, at the option 
of the officer concerned: 

(1) Effective on the date of retirement, an amount 
equal to the product of two months’ basic pay to which 
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he is entitled at the time of retirement and a number 
which is equal to his number of years of early retirement, 
but such product may not exceed $6,000; or 
(2) Effective on the date of retirement and the first 
and second anniversaries thereafter, an amount equal to 
one-third of the product of two months’ basic pay to 
which he is entitled at the time of retirement and a num- 
ber which is equal to his number of years of early 
retirement, but such product may not exceed $6,000. 
The number of years of early retirement is determined by 
subtracting the number of years of service credited to an 
officer under section 6387 or 6388 of title 10, United States 
Code, as appropriate, at the time of retirement from the 
number of years of such service the officer would have had if 
he had been permitted to remain on the active list until com- 
pletion of the amount of service specified in section 6376, 
6377, or 6379 of title 10, United States Code, as appro- 
priate. If the officer dies before receiving all the benefits 
due and payable under this subsection, the remaining unpaid 
amount shall be payable in accordance with the provisions of 
section 2771 of title 10, United States Code. 

(e) An officer who has the qualifications specified in 
subsection (d) and who has been considered but not recom- 
mended for continuation on the active list pursuant to section 
1 of this Act shall be considered for the purpose of sub- 
section (d) as being retired under this Act if the officer retires 
voluntarily prior to the date specified for bis retirement under 
this Act. However, in computing the officer’s number of 
years of early retirement, the number of years of service 
credited to the officer under section 6387 or 6388 of title 10, 
United States Code, shall be determined as of the date 
specified for his retirement under this Act. 

(f) An officer who is retired under this Act shall there- 
after be considered as having retired voluntarily pursuant to 
section 6323 of title 10, United States Code. 


On page 10, strike out lines 22, 23, 24, and 25, and on page 11, 
strike out lines 1, 2, 3, and 4, and insert in lieu thereof the following: 


Sec. 6. Section 6387(b)(2) of title 10, United States 
Code, is amended by striking out the words “‘is, or at any 
time has been,’ and inserting the words “has been con- 
tinuously” in place thereof. 

Sec. 7. No officer of the Navy in the Medical Corps, the 
Dental Corps, the Medical Service Corps, or the Nurse Corps 
is subject to the provisions of this Act during the effective 
period of the Act of June 27, 1957, Public Law 85-62 (71 
Stat. 208), as now or hereafter amended. 


On page 11, renumber ‘‘Szc. 7” to “Sc. 8.” 


PURPOSE 


The purpose of the proposed legislation is to prey equitable 


opportunity for promotion to Regular officers of the Navy and the 
Marine Corps who are in or behind the so-called hump. 
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In order to fully understand this very complex problem, it is first 
necessary to describe just what the bump is and how it was created. 

The hump is the disproportionate number of Regular officers of 
the Navy and the Marine Corps who were originally commissioned 
during World War II. These officers are practically all contem- 
poraries from the standpoint of age, years of service, and experience 
and they represent one-third of all of the Regular officers of the Navy 
and the Marine Corps. 

In other words, one-third of the Regular officers of the Navy and 
the Marine Corps are contained in a 4-year time spread, while the 
remaining two-thirds are spread over the remaining 26 years of a 
30-vear career pattern. 

These officers are serving in the grades of major and lieutenant 
colonel in the Marine Corps, and lieutenant commander and com- 
mander in the Navy. 

The problem that these officers face can be summarized as follows: 

The 8,000 Regular hump officers in the Navy now serving in the 
grade of commander and lieutenant commander must be fitted into 
2,000 expected vacancies in the grade of captain over the next 10 
years. 

In the Marine Corps the problem is to fit 1,940 Regular hump 
majors into 435 lieutenant colonel vacancies during the next 5 vears. 
Ultimately 3,000 Regular hump lieutenant colonels and majors of the 
Marine Corps must be fitted into 580 colonels’ billets. 

It is obvious from these figures that unless corrective action is taken, 
the attrition rate (that is, the number of people who will fail of 
selection for promotion) will be fantastically high over the next 10 
TOUS. 

The attrition rate for selection of Regulars from commander to 
captain without legislation will be 74 percent. In other words, three 
out of four Regular commanders considered for promotion to cap- 
tain will fail of selection because there will be insufficient vacancies 
to permit any additional promotions. 

Even worse, on promotion from licutenant commander to com- 
mander, the attrition rate for Regulars will eventually reach 85 per- 
cent; in other words, 85 out of 100 being considered for promotion from 
lieutenant commander to commander will fail of selection. 

With enactment of the proposed legislation, the attrition rate from 
commander to captain will be reduced to about 54 percent, and the 
attrition rate from lieutenant commander to commander will be 
reduced to about 45 percent. 

In the Marine Corps, the attrition rate (that is, the rate of Regular 
officers who will not be selected for promotion) from major to lieu- 
tenant colonel will be 75 percent, unless corrective action is taken. 

If the proposed legislation is enacted, the attrition rate from major 
to lieutenant colonel will be reduced to approximately 30 percent and 
the attrition rate from lieutenant colonel to colonel will be approxi- 
mately 40 percent. 

This is the magnitude of the problem. It is due to the fact that a 
large number of officers were commissioned at approximately the 
same time in approximately the same grade during World War LI. 

In 1947, when the Officer Personnel Act was passed, it was antici- 

ated that attrition would be approximately 20 percent in promotion 
rom lieutenant to lieutenant commander; 20 percent from lieutenant 
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commander to commander; and 25 percent from commander to 
captain. These attrition rates were not applied in the Navy to 
these Regular officers because of a number of circumstances which 
arose after the Officer Personnel Act was enacted. 

First it should be noted that the anticipated normal promotion 
points could not have been attained for at least 10 years after enact- 
ment of the Officer Personnel Act in 1947. Secondly, many officers 
were serving in higher grades, in advance of their normal promotion 

oints. This was to be expected because the size of the Rave and 
Marine Corps, at the end of World War II, was considerably in excess 
of the size of these two services prior to World War II. Thus the billet 
justification existed, which included accelerated promotions, when the 
Officer Personnel Act was written. 

Then came the Korean war. The Navy did not want to fail an 
officer of selection to the next higher grade and then order an Inactive 
Reserve officer to active duty involuntarily to fill that billet, par- 
ticularly a Reserve officer who hadn’t been on active duty for more 
than 5 years. Thus, the attrition rates were not assessed during the 
Korean war. Thereafter the continuation of the cold war necessitated 
the maintenance of a Navy and Marine Corps in excess of that 
originally contemplated when the Officer Personnel Act of 1947 was 
written. 

Criticism of the Navy and Marine Corps for not taking more 
vigorous corrective action when the hump problem became obvious 
may possibly be justified but that will do nothing to solve the present 
freee Corrective action by the Congress has now become abso- 
utely necessary. 









EXPLANATION OF PROPOSED LEGISLATION 





What does the proposed legislation contemplate? 
In order to understand what the proposed legislation contemplates, 
it is first necessary to explain what the Officer Personnel Act provides 
with regard to forced retirement points. 

Unrestricted line captains of the Regular Navy who are selected to 
the grade of captain under the Officer Personnel Act are not required 
to be retired under the law until they have completed 30 years of 
service and have twice failed of selection. This same principle applies 
to Regular Marine Corps colonels. Navy commanders are not re- 
quired to retire until they complete 26 years of service and until they 
have twice failed of selection to the grade of captain. The same 
principle applies to the grade of lieutenant colonel in the Marine 

orps. 

The Navy does not bring its captains into legal promotion zones 
for promotion to admiral until the 29th and 30th years of service. 
The Marine Corps, on the other hand, put colonels in legal promotion 
zones to brigadier general in their 23d and 24th years. 

_ Both the Navy and Marine Corps have promoted majors and 
lieutenant commanders to the next higher grade—that is, commander 
and lieutenant colonel—in their 16th and 17th years of service, and 
in some instances prior to the completion of those years of service. 
Officers now are being considered for promotion to captain in the 
Navy in their 18th oan 19th years, and have been considered for pro- 
notion to colonel in the Marine Corps in their 18th and 19th years, 
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and, during the Korean conflict, prior to the completion of this period 
of service. 

This was accelerated promotion, but it was necessitated by the 
billet requirements that existed at the time of Korea and thereafter. 

Officers who have already failed of selection to the grade of captain 
in the Navy or those who will hereafter fail of selection to captain in 
the Navy may do so in their 18th or 19th year, depending upon the 

ear group and when the promotion boards meet. But these officers 
olan twice failed of selection to the grade of captain in the Navy, 
or colonel in the Marine Corps, are not required to retire, undet 
existing law, until they complete 26 years of service. 

As a result, there are 666 Regular commanders now serving on 
active duty in the Navy who have once or twice failed of selection 
to the grade of captain, and there are 168 Regular lieutenant colonels 
now serving on active duty in the Marine Corps who have once or 
twice failed of selection to the grade of colonel. 

Since, under existing law, these officers are not required to retire 
until they complete 26 years of service, it becomes readily apparent 
that without legislation these officers occupy commanders’ billets 
that would otherwise be available for lieutenant commanders being 
considered for promotion to commander. The same is true of the 
Marine Corps. 

To indicate the effect this has under existing law, it can be stated 
that without the proposed legislation, over 50 percent of all com- 
manders and lieutenant colonels serving on active duty will be twice 
passed over officers. 

The situation with regard to colonels in the Marine Corps and 
captains in the Navy is somewhat different because Navy captains 
are not legally passed over until their 29th or 30th year, whereas 
Marine Corps colonels are legally passed over in their 23d or 24th 
year. 

Thus there are 92 colonels in the Marine Corps who have twice 
legally failed of selection to brigadier general whereas there are only 
61 unrestricted line captains in the Navy who have legally twice 
failed of selection to flag officers. These captains will, of course, 
retire on July 1, 1959. 

The problem, then, is how to create vacancies which will permit a 
reasonable flow of promotion and at the same time treat everyone in 
as equitable a manner as is possible under the circumstances. 

There are several possible solutions to this situation. First, the 
Navy and Marine Corps could solve the problem by simply assessing 
this fantastic attrition rate against their lieutenant commanders and 
majors. In other words, 3 out of 4 lieutenant commanders and majors 
would fail of selection. But it must be borne in mind that these are 
the officers who fought in two wars and who have the experience that 
can only be gained in thismanner. ‘These officers constitute the future 
leaders of the Navy and Marine Corps. 

Secondly, promotions could be retarded for these individuals so 
that they are not brought up for promotion until well beyond the 
Officer Personnel Act normal years of total service. Both the Navy 
and Marine Corps are now approaching the 18-year point for promo- 
tion to commander and lieutenant colonel. If promotions are re- 
tarded, a substantial number of these combat-experienced lieutenant 
commanders in the Navy and majors in the Marine Corps now serving 
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on active duty will not even have an opportunity to be considered for 
general ofiicer in the Marine Corps and fieg oflicer in the Navy, and 
officers junior to the hump soul he similarly affected. 

The effect upon morale would, of course, be devastatina. 

There is a third possibility which the Navy and Marine Corps have 
rejected: namely, to ask the Congress to authorize additional numbers 
in grade in excess of those now serving on active duty or the limits 
imposed by the Officer Grade Limitation Act to carry these officers on 
active duty even though there is no billet justification for them. If 
this is done over the next few years in order to maintain the flow of 
promotion and attrition contemplated by the Officer Personnel Act, 
the Navy would need in the peak years about 2,420 more unrestric ‘ted 
line captain vacancies, and about 900 more commander vacancies; 
the Marine Corps would need 675 more colonel vacancies and 1,050 
more lieutenant colonel vacancies. The net result would be a sub- 
stantial number of senior officers serving in the grade of lieutenent 
colonel and colonel in the Marine Corps, and commander end captain 
in the Navy in excess of requirements. In the peak year, it is esti- 
mated that this would cost $63,430,000 in additional appropriations 
for military pay and allowances. This is 1 year’s cost alone and is 
exclusive of special pays. Over a 10-year per iod, it is estimated that 
this would cost approximately $363,717,000 more than the proposed 
legislation, in active duty pay and allowance. And these officers 
would be paid for serving in billets that would be completely unjusti- 
fiable. 

The Committee on Armed Services spent a great deal of time on 
the Officer Grade Limitation Act because the Congress had insisted 
that severe restrictions be imposed upon the number of officers who 
conld serve in the grade of major and above. Under the circum- 
stances, it would appear unlikely that the Congress would authorize 
additional billets just to permit a promotion system to function 
prope ‘rly, and retain unneeded senior officers on active duty. 

Then what is the suggested solution? 

The suggested solution is to spread the increased forced attrition 
and the slowdown of promotion flow equitably among tie various 
grades from major through colonel, and lieutenant commander 
through captain. 

It was stated earlier in this report that a captain in the Navy today 
can expect to be retired when he completes 30 years of commissioned 
service and has twice failed of selection. ‘The same is true of a Marine 
colonel. The commander can expect to serve 26 years, as can & 
lieutenant colonel. 

The proposed legislation, stated as simply as possible, in effect 
provides that twice passed over colonels or captains can be retired 
after they have completed 23 or more years of total commissioned 
service; and twice passed over commanders and lieutenant colonels 
can be retired after they have completed as least 20 years of total 
commissioned service. 

Since the Navy does not have twice passed over captains with less 
than 30 years of service, the proposed legislation permits the Secretary 
of the Navy to establish continuation boards. Captains who are in 
their fifth year in grade as captains may be considered by these con- 
tinuation boards and if they are not selected for continuation, they 
will be retired on June 30 of the fiscal year in which they fail to be 


















OPPORTUNITY FOR PROMOTION FOR CERTAIN NAVAL OFFICERS 7 





selected for continuation. The proposed legislation also permits 
twice passed over lieutenant colonels and commanders to be recom- 
mended for continuation. If an officer is continued in his grade, he 
is not thereafter subject to a continuation board while serving in that 
grade. 

This is the sum and substance of the proposed legislation. There 
are other technical provisions which do not affect the substance of the 
matter. 

The Committee on Armed Services, in considering the proposed 
legislation, took into consideration the fact that the captains and 
commanders who will be adversely affected by the proposed legislation 
have, for practical purposes, been subjected to very little forced 
attrition. ‘Chere are some classes of naval officers where there has 
been 100 percent selection opportunity for Regular officers. In 
addition, because of accelerated promotion, these officers have all 
served in senior grades and have drawn the pay of these senior grades 
well in advance of their normal career patterns. 

The Marine Corps is In a somewhat similar situation with respect 
to their colonels. ‘This same is true to a lesser extent for majors and 
lieutenant colonels except that the Marine Corps did go through a 
reselection process with some forced attrition rather than affirm 
promotions for majors and lieutenant colonels that were made under 
the Temporary Promotion Act of 1941. It is a fair statement to 
make, however, that most of the captains and colonels, and com- 
manders and lieutenant colonels now serving on active duty in the 
Navy and Marine Corps have not been subjected to the attrition rates 
contemplated by the Officer Personnel Act. 

In considering this problem, the Navy and Marine Corps attempted 
to equate these ‘factors with the needs of the service and the necessity 
for giving their lieutenant commanders and majors a reasonable 
opportunity for promotion. The committee agrees with the legisla- 
tion proposed by the Navy Department insofar as the solution sug- 
gested is concerned. 

In other words, the committee agrees that twice passed over com- 
manders and lieutenant colonels should be retired short of 26 years 
of service; and likewise agrees that captains and colonels should be 
retired short of 30 years of service in such numbers as may be necessary 
in order to provide vacancies which will permit a more reasonable 
promotional opportunity for the majors and lieutenant commanders 
who constitute the hump. 

But the committee also took into consideration that the officers who 
will be adversely affected by enactment of the proposed legislation, 
that is, individuals now serving as captains in the Navy and colonels 
in the Marine Corps not selected for continuation, who had reason to 
believe that they would continue to serve until they had comple ‘ted 30 
years of service, and the commanders end lieutenant colone!s who had 
reason to believe they would remain on active duty until they had 
completed 26 years of service, should receive some form of readjust- 
ment allowance to offset the expenses of severance from active duty 
that will occur sooner than they had contemplated. 

This raises the question as to whether or not the officers who will 
be affected by the propose d legislation had a right to expect to serve 
30 years as captains and colonels, or 26 years as commanders and 
lieutenant colonels. 
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MEMORANDUM OF LAW 


Subject: H.R. 4413, a bill to provide improved opportunity for pro- 
motion for certain officers in the naval service, and for other 
purposes. 

Question: Do Regular officers of the Navy have a contract which 
specifies a certain term of office and does subject bill breach any 
contract? 

1. The principle that an officer of the Government has neither con- 
tract nor property rights in his office was so firmly established during 
the first century of this country’s history that there are relatively few 
modern cases which even discuss the principle. The landmark de- 
cisions which are cited uniformly concern civil officers as well as Army 
and Navy officers: 

2. In Butler v. Pennsylvania (10 How. 402, 13 L. Ed. 472 (1850)), 
the statute authorized the appointment of an officer for a specific term 
and annual salary. The legislature changed the tenure and salary 
while the plaintiff was holding the office. The U.S. Supreme Court 
held that the appointment of the officer did not constitute a contract 
and that the amendatory statute did not violate any contract, using 
these words: 


The contracts designed to be protected by the 10th section 
of the first article of [the United States Constitution] are con- 
tracts by which perfect rights, certain definite, fixed private 
rights of property, are vested. These are clearly distinguish- 
able from measures or engagements adopted or undertaken 
by the body politic or State government for the benefit of all, 
and from the necessity of the case, and according to universal 
understanding, to be varied or discontinued as the public 
good shall require. The selection of officers, who are nothing 
more than agents for effectuating of such public purposes, is 
matter of public convenience or necessity, and so, too, are the 
periods for the appointment of such agents; but neither the 
one nor the other of these arrangements can constitute any 
obligation to continue such agents, or to reappoint them, 
after the measures which brought them into being shall have 
been found useless, shall have been fulfilled, or shall have 
been abrogated or even detrimental to the well-being of the 
the public. The promised compensation for services actually 
performed and accepted, during the continuance of the 
particular agency, may undoubtedly be claimed, both upon 
principles of compact and of equity; but to insist beyond this 
on the perpetuation of a public policy either useless or 
detrimental, and upon a reward for acts neither desired nor 
performed, would appear to be reconcilable with neither 
common justice nor commonsense. * * * It follows, then, 
upon principle, that, in every perfect or competent govern- 
ment, there must exist a general power to enact or discon- 
tinue the agents designated for the execution of those laws 
(p. 417). 

We have already shown that the appointment to and the 
tenure of an office created for the public use, and the regula- 
tion of the salary affixed to such an office, do not fall within 
the meaning of the section of the Constitution relied on by 
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the plaintiffs in error; do not come within the import of the 
term “contracts,” or, in other words, the vested, private per- 
sonal rights thereby intended to be protected (p. 418). 


3. The Court pointed out that the only tenures and salaries which 
a government cannot touch by legislation are those which are set out 
in a constitution. Therefore, all offices which are dependent on a 
statute may be changed from time to time according to the needs of 
the body politic and the judgment of the legislature. ‘A contrary 
rule would be unthinkable” (Chollar v. United States, 126 F. Supp. 448, 
449 (Ct. Cls., 1954)), which held that “‘it is well settled that a govern- 
ment employee has no property right to his position.” 

4. The same siessiinkda apply to Army and Navy officers. “Full 
power of legislation in the matter of increase and reduction of the 
Army is with Congress” and as a consequence the removal of Army 
officers in compliance with an act of Congress is legal (Street v. United 
States, 133 U.S. 289, 308, 10 S. Ct. 309, 33 L. Ed. 631, 634 (1889)). 
The case of Grenshaw v. United States (134 U.S. 99, 10 S. Ct. 431, 
33 L. Ed. 825 (1889)) is a landmark decision that military officers 
are in the same category as civil officers of the United States insofar as 
tenure which is not controlled by the Constitution is concerned. 
Crenshaw was a cadet-midshipman and, according to law of his time, 
was an Officer serving on active duty. For the major portion of its 
decision the Supreme Court considered that Crenshaw was a naval 
officer who had been given an appointment with a life tenure. 


The primary question in this case * * * is whether [a 
naval] officer appointed for a definite time or during good 
behavior had any vested interest or contract right in his 


office of which Congress could not deprive him. The question 
isnot novel. There seems to be but little difficulty in deciding 
that there was no such interest or right. The question was 
before us in Butler v. Pennsylvania (51 U.S. 10 How. 402) 
(p. 105). 

“The legislative power of a State, except so far as restrained 
by its own constitution, is at all times absolute with respect to 
all officers within its reach. It may at pleasure create or 
abolish them, or modify their duties. It may also shorten or 
lengthen the term of service. And it may increase or 
diminish the salary or change the mode of compen- 
sation. * * * Every succeeding legislature possesses the 
same jurisdiction and power with respect to them as its 
predecessor. The latter have the same power of repeal and 
modification which the former had of enactment, neither 
more or less. * * * It is vital to the public welfare that each 
one should be able at all times to do whatever the varying 
circumstances and present exigencies touching the subject 
involved may require. A different result would be fraught 
with evil” (p. 107). 

In Blake v. United States (105 U.S. 227), the fact is adverted 
to, and the opinion of the Attorney General in Lansing’s 
case (6 Ops. Atty. Gen. 4) quoted approvingly, to the effect 
that in this respect of official tenure there is no difference in 
law between officers in the Army and other officers of the 
Government (p. 108). 
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The great question of protection to contract rights and 
vested interests, which forms such an interesting and 
important feature of our constitutional law, is not dominated 
by the turn of a phrase. Our courts, both State and National, 
look on these questions through the form to the substance of 
things; and, in substance, a statute under which one takes 
office, and which fixes the term of office at 1 year, or during 
good behavior, is the same as one which adds to those 
provisions the declaration that the incumbent shall not be 
dismissed therefrom. Whatever the form of the statute, 
the officer under it does not hold by contract. He enjoys a 
privilege revocable by the sovereignty at will; and one 
legislature cannot deprive its successor of the power of 
revocation (p. 109). 

* * * it was not intended to place an officer where he never 
before had been—beyond the power of Congress to make any 
provision for his removal even by the Executive who ap- 
pointed him (p. 109). 


5. The courts have followed these decisions, that a public office does 
not create contractual or property rights, throughout the years without 
equivocation. 

“The view that public office is not property has been gen- 
erally entertained in this country,” citing Butler v. Pennsyl- 
vania, supra, and Crenshaw v. United States, supra. ‘The 
decisions are numerous to the effect that public offices are 
mere agencies or trusts, and not property as such” (Taylor 
and Marshall v. Beckham, 178 U.S. 548, 577-8, 20S. Ct. 890. 
44 L. Ed. 1187 (1899)). 

But it has long been settled in this country, with certain 
constitutional exceptions not here involved, that a public 
office is not property within the constitutional guarantee; 
that the emoluments thereof are subject to legislative modi- 
fications and control; and, in the words of Chief Justice 
Fuller, ‘generally speaking, the nature of the relation of a 
public officer to the public is inconsistent with either a prop- 
erty or a contract right”? (Taylor and Marshall v. Beckham 
(No. 1), 178 U.S. 548, 577, 20S. Ct. 890, 901, 44 L. Ed. 1187; 
Field v. Giegengack, 73 F. 2d 945 (1934)). 

The presumption is that [a law fixing the term or tenure of a 
public officer] is not intended to create private contractual 
or vested rights but merely declares a policy to be pursued 
until the legislature shall ordain otherwise (Dodge v. Board of 
Education, 302 U.S. 74, 80, 82 L. Ed. 57 (1937)). 


6. Weeks v. United States (277 F. 594 (App. D.C., 1922)) involved 
a Regular Army officer who complained of his removal from office 
under a statute which had the purpose of reducing the size of the 
Army by the process of eliminating the least efficient officers. The 
court held that an Army officer has no property right in his office, 
citing Taylor and Marshall v. Beckham, supra; that “no contract 
right is involved,” citing Butler v. Pennsylvania, supra; and that 
“the office he held was revocable by the sovereign at will,” citing 
Crenshaw v. United States, supra. The court concluded that the 
officer’s rights are measured only by the statutes of the Congress. 
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This decision was affirmed by the Supreme Court (259 U.S. 336, 42 
S. Ct. 509, 66 L. Ed. 973). 

7. In Bailey v. Richardson et al. (182 F. 2d 46 (App. D. C., 1950)), 
affirmed per curiam by an equally divided court (341 U.S 918), the 
eee the rights of government employment at iaane and 
stated: 


The due process clause provides: ‘‘No person shall * * * 
be deprived of life, liberty, or property, without due process 
of law; * * *.” It has been held repeatedly and consis- 
tently that Government employ is not ‘‘property” and that 
in this particular it is not a contract. We are unable to 
perceive how it could be held to be “liberty.” Certainly it 
is not “life.” So much that is clear would seem to dispose 
of the point. In terms the due process clause does not apply 
to the holding of a Government office (p. 57). 

And the Constitution does not require |the President] to 
keep in office everyone who is qualified (p. 61). 

But it has long been established that if the Government, 
in the exercise of a governmental power, injures an individ- 
ual, thet individual has no redress * * *. But if no con- 
stitutional right of the individual is being impinged and 
officials are acting within the scope of official authority, the 
fact that the individual concerned is injured in the process 
neither invalidates the official act nor gives the individual a 
right to redress. * * * These harsh rules, which run counter 
to every known precept of fairness to the private individual, 
have always been held necessary as a matter of public policy, 
public interest, and the unimpeded performance of the public 
business. On behalf of the individual, our sense of justice 
rebels, but the counterbalancing essentials of effective gov- 
ernment lead us to assent without equivocation to the rules 
of immunity (pp. 63-64). 

* * * the doctrine that the President and the Congress 
are responsible for the qualifications, ability, judgment, and 
loyalty of Government employees and that removal from 
Government employment is within their discretion (p. 65). 


8. In view of the foregoing, it is concluded that— 

(a) The office of a Regular Navy officer is a creature of the Congress, 
not the Constitution. 

(6) The appointment of a naval officer does not create either con- 
tractual or property rights in the office. 

(c) The Congress may alter the tenure of naval officers even though 
the appointment is phrased as during good behavior, for life, at the 
pleasure of the President, or for a specified number of years. 

(d) An officer cannot maintain a succéssful suit to retain his office 
when his removal is pursuant to an act of Congress which is not 
patently arbitrary or discriminatory. 

(e) An officer cannot maintain a successful suit to recover damages 
or lost salary ensuing from his removal from office pursuant to law. 

(f) The change of tenure of an officer pursuant to law does not vio- 
late or breach a contract. 

9. The Congress has on several occasions, dependent upon the needs 
of the time, changed the tenure of Regular Navy officers. Until 1855 
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there was a retirement of a sort only for physical disability. The 
term “retired list” originated in 1857, and upon it were plac ed officers 
who had been withdrawn from active service due to being in excess of 
requirements in previous years. Retirement for age, set at age 62, 
began in 1861; voluntary retirement after 40 years of service was 
also authorized in 1861. Before these enactments of the Congress 
there was no way to remove naval officers from the active list by non- 
disciplinary means. They continued to serve until they died or 
resigned. 

10. Because of stagnation in the promotion system, which was by 
seniority, the Congress in 1899 authorized voluntary retirements wit 
less than 40 vears’ service in order to create vacancies and instituted a 
plucking system to remove officers if a sufficient number of officers 
did not retire voluntarily to create the necessary vacancies. From 
1899 to 1912, each officer so retired received 75 percent of the active 
duty pay in the next higher grade than that in which he served; a 
1912 law changed it to 75 percent of the pay of the grade from which 
retired for those thereafter retired. 

The act of August 29, 1916 (ch. 417, 39 Stat. 578), abolished the 
seniority system of promotion of lieutenant commanders and above 
in the line and instituted the Navy’s well-known best fitted selection 
system. That law also required the retirement of a captain at age 56, 
commander at age 50, and lieutenant commander at age 45 if he had 
not been promoted. Retirement pay of 2% percent for each year of 
service was authorized in lieu of the 75 percent standard which was 
employed in the 1899 law. 

12. In 1926 the 1916 act was amended to provide that, in addition 
to the age requirements, the officers could not be involuntarily retired 
under that law until they had completed specified lengths of service. 
These were 35 years’ service for captain, 28 years’ service for com- 
manders, and 21 years’ service for lieutenant commanders. 

13. The year 1938 brought a drastic change in the Navy’s system 
The age and service requirements of the 1916 and 1926 acts were 
abandoned and there was instituted the rule that captains, com- 
manders, and lieutenant commanders must retire in the year in which 
they failed twice of selection for promotion if they had served at least 
20 years. The operation of this law was suspended throughout World 
War II. 

14. Following World War II, and subsequent to the time that a ma- 
jority of the officers who would be affected by subject bill had accepted 
appointments as Regular Navy officers, the Officer Personnel Act of 
1947 was enacted. ‘This law, which is in operation today, codified in 
title 10, United States Code, does not provide in any of its provisions 
that an officer is “guaranteed” a specified amount of service. Nor 
does it purport to authorize a “contract” of service. It, along with 
other statutes, authorizes the President to appoint and commission 
officers in the Regular-N avy and to appoint them in the various grades 
when qualified pursuant to the law. The Officer Personnel Act then 
provided for the involuntary retirement or discharge of officers who, 
dependent upon their grade, had twice failed of selection for promotion 
or had completed a specified amount of service without being selected 
for promotion. In the case of lieutenant commanders the law specifies 
20 years’ service and twice failed of selection (10 U.S.C. 6380). For 
commanders it is 26 years and twice failed (10 U.S.C. 6379). Depend- 
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ent upon the category in which they fall, for captains it is either 30 
or 31 years and either twice failed or not on a promotion list (10 U.S.C, 
6376 and 6377). 

15. In all these statutes the Congress in effect merely imposed a 
restraint upon the Executive from retiring or discharging officers prior 
to the happening of certain then current conditions. ‘The Congress 
made no effort to provide that the conditions would not change for a 
number of years or would not change as they applied to individual 
officers then or thereafter appointed. 

16. The Career Compensation Act of 1949 overhauled the disability 
retirement system which had been in effect since 1870. The latter 
authorized 75 percent pay for physical retirement. The 1949 law 
based retired pay on the percentage of disability or years of service, 
whichever should be greater. No officer who was appointed prior to 
1949 has successfully maintained that he is entitled to the 75 percent 
pay under the law which was in effect at the time of his appointment. 

As a matter of practical fact it should be noted that these 
changes in the various retirement requirements have been personally 
observed by many of the officers who would be directly affected by sub- 
ject bill. All of the officers from the Naval Academy classes of 1941 
and earlier were serving in the Navy when age and length of service 
criteria for retirement were abandoned in 1938 and there was insti- 
tuted the drastic system of involuntary retirement upon twice failure 
of selection for promotion. Most, if not all, of the officers affected per- 
sonally witnessed the changes wrought by the Officer Personnel Act of 
1947 and the Career Compensation Act of 1949. Therefore, it cannot 
be logically contended by any one of them that he had an immutable 

uarantee, promise, or contract either for continuation on the active 
ist for a specified number of years or for receiving a minimum amount 
of money from the Federal ‘Treasury during his lifetime. 

18. All of this is without regard to other significant provisions of 
the Officer Personnel Act of 1947 which authorized and envisioned 
attrition being applied at the various promotion points so as to reduce 
the number of officers who would advance into the next grade above 
that in which the particular individual was serving. The law neither 
expects nor permits each officer who is appointed an ensign to progress 
to captain or fleg officer. Stated positively, the law anticipated only 
a certain percentage of the officers under consideration to be advanced 
at each selection point. This has been a cardinal principle of the 
Navy promotion and administrative systems since promotion by 
seniority was discarded as impractical, inefficient, and useless in 1916. 

19. It is concluded finally that, both under the law and practical con- 
siderations, the answer to the question is negative. Navy officers do 
not have a “contract” of service, they are not guaranteed a tenure of a 
minimum number of years of service on the active list, and there 
would be no breach of contract or violation of guarantee by enactment 
of subject bill. 

In short, it is perfectly obvious that no Regular officer of the armed 
services can be considered to have a contract with the Government, 
and the Congress can by statute establish the means by which that 
officer may be discharged or retired. And the Congress can also 
change these statutes without exposing the Government to a charge 
of having violated a contract or having arbitrarily acted in bad faith. 
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READJUSTMENT PAY 


On the other hand, these individuals had reason to believe that, if 
they retained their health and performed their duties in a satisfactory 
manner, in all likelihood they would continue until they had reached 
their statutory retirement point. However, the proposed legislation 
changes their retirement point in the law. 

The committee is of the opinion that it is only proper that these 
officers should be given a separate allowance to assist them in adjusting 
to the necessary changes in their personal planning. ‘To some extent 
the readjustment costs that these officers may incur can be related to 
the years of active duty not completed. 

The amouat that the committee felt was reasonable under the 
circumstances was 2 months’ pay for each year of active service that 
these individuals will not be able to complete as a result of the enact- 
ment of the proposed legislation. The committee has also provided 
that no individual shall receive an amount in excess of $6,000. 

The committee believes that this lump-sum payment will provide 
for the readjustment of these officers due to their unexpected return to 
civilian life at this time. 


SPECIAL PROVISION RELATING TO MARINE CORPS MAJORS 


In addition, there is a special provision concerning the selection for 
promotion of Marine Corps majors effective until December 31, 1964. 

With the general provisions of the proposed legislation, sufficient 
vacancies will not be created to prevent the retardation of promotion 
flow of some majors beyond the Officer Personnel Act normal of 18 
years. The Marine Corps considers 18 years as the optimum point 
for producing senior officers of the appropriate age and experience. 
In order to prevent assessing excessive forced attrition and producing 
inequality of promotion opportunity, the Marine Corps is accepting 
some reterdation of promotion flow beyond the 18-year point, pro- 
vided the more highly qualified officers are selected on or prior to this 
point. To accomplish this, the Marine Corps desires to dispense with 
the establishment of promotion zones in those years when it is not 
necessary to create vacancies in the grade of major or it is not possible 
to involuntarily retire those majors who have twice failed of selection 
at 20 years of commissioned service. The proposed legislation would 
authorize the Secretary of the Navy to establish ‘‘zones of considera- 
tion”’ in lieu of, or in conjunction with, promotion zones. 

In the years that only zones of consideration are established, all 
selections would be made from within these zones, and any officer not 
selected for promotion would not be legally considered as having 
failed of selection. This would permit the promotion of the more 
highly qualified majors, without passing over other majors whose 
services are valuable and needed by the Marine Corps. 

When it becomes necessary to create vacancies in the grade of 
major, or when the age and service characteristics of the senior majors 
warrant their involuntary retirement, a promotion zone would be 
established. The Secretary of the Navy would authorize a specified 
number of selections from within the promotion zone to produce ap- 
proximately a 30:percent promotion attrition for the group. ‘Those 
officers who twice fail of selection would be involuntarily retired. 
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Because year group 1946 has become a part of the Marine Corps 
hump problem and is not a part of the Navy’s hump years, this pro- 
vision is only necessary for the Marine Corps. Without this pro- 
vision, Marine majors who are only separated by 3 years in age and 
service will be separated by as much as 8 years in entering the grade 
of lieutenant colonel. This situation does not apply to Navy lieu- 
tenant commanders. 

OTHER PROVISIONS 


There are additional provisions in this bill which should be explained 
in more detail. 

The proposal submitted by the Navy Department would have per- 
mitted certain officers who will be retired under the provisions of the 
proposed legislation to gain additional constructive credit for retire- 
ment purposes beyond that which is authorized by law today. 

This has been deleted from the proposed legislation. 

In addition to the provision with respect to readjustment pay which 
has been discussed, the committee also inserted a provision in the pro- 
posed legislation which prevents the proposed legislation from bein 
used with respect to physicians, dentists, members of the Medica 
Service Corps and the Nurse Corps so long as the doctors draft law is 
in effect. 

It is the opinion of the committee that physicians and dentists 
serving on active duty in the Navy should not be subjected to early 
retirement under the provisions of this act while the armed services 
are still involuntarily calling physicians and dentists to active duty 
to meet the medical and dental needs of the armed services. 

And in view of the fact that the physicians and dentists are being 
involuntarily called, the committee believed it was also wise to pro- 
vide this exception for members of the Medical Service Corps and the 
Nurse Corps. It should be noted that there was no intention on the 

art of the Navy to apply this proposed legislation to these four corps 
ut the committee felt that it would be wiser to make the law very 
clear in that respect. 
COST 


The cost aspects of this type of legislation are complex and neces- 
sarily speculative. Not only must the increased cost of early retire- 
ments of captains, colonels, commanders, and lieutenant colonels in 
the event of the passage of this legislation be weighed against the in- 
creased cost of the early retirements of the excessive numbers of 
lieutenant commanders and majors who will be retired in the event 
that this legislation fails, but also it is necessary to consider the relative 
cost of active duty pay under both of these contingencies. 

The committee made considerable inquiry into the original cost 
figures submitted by the Navy Department. It insisted on a resub- 
mission of the long-term retirement costs based on not one, but three 
actuarial tables. They have been inserted in the hearings. It 
examined carefully the Department’s estimates of differences in the 
costs of active duty pay both with and without the legislation. 

As a result of its inquiries, the committee feels that the maximum 
cost of the proposed legislation, including the readjustment pay recom- 
mended by the committee, will not exceed $15 million spread over 
the next 60 years. 
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During the first 7 years of the program, it is probable that the 
proposed legislation will actually result in a total increase of expendi- 
tures of only $3,500,000, including the proposed readjustment pay. 


CONCLUSION AND RECOMMENDATION 


The proposed legislation must be considered from the viewpoint of 
what it does for our national defense. While the committee must 
always be conscious of the effect any legislation has on individuals, the 
overriding factor must be the security of the Nation. 

Under the proposed legislation it will be possible to promote about 
60 percent of the lieutenant commanders who are now in the hump 
to the grade of commander. Likewise, about 70 percent of the majors 
in the hump years will be able to be promoted to the grade of lieu- 
tenant colonel. 

Under the proposed legislation, it will also be possible for approxi- 
mately 50 percent of the officers in the hump years to be promoted 
eventually to the grade of captain, and about 60 percent of the 
officers in the hump years in the Marine Corps to the grade of colonel. 

Without the proposed legislation, 75 percent of the majors and 
lieutenant commanders in the Marine Corps and Navy in the hump 
years will fail of selection. 

These are the combat-tested, widely experienced officers whom the 
Nation will look to for leadership in the years ahead. To assess this 
attrition against these officers will seriously affect the capability of the 
Navy and the Marine Corps now and in the foreseeable future. 

For these reasons, the Committee on Armed Services strongly recom- 
mends enactment of the proposed legislation. 

The position of the Department of Defense and the Bureau of the 
Budget is contained in the following attached letter. 


Tue SECRETARY OF DEFENSE, 
Washington, February 9, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft, together 
with a sectional analysis, of proposed legislation to provide improved 
opportunity for promotion for certain officers in the naval service, 
and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1959 seit the Bureau of the Budget has advised that 
there would be no objection to the presentation of this proposal for 
the consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to provide equitable 
opportunity for promotion to officers of the Navy and the Marine 
Corps who are in or behind the hump. 

The hump consists of the large group of officers who were initially 
commissioned during the 4 years of World War II. This group, dis- 
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proportionate to all other year groups before and behind it, consti- 
tutes about one-fourth of the Regular officer strength of the Navy 
and the Marine Corps. It has provided the large reservoir of combat- 
tempered experience which has been the backbone of the Navy and 
the Marine Corps during the past decade. 

Officers in the hump are now in the grades of lieutenant commander 
and commander in the Navy and major and lieutenant colonel in the 
Marine Corps. Unless remedial action is taken, about two-thirds of 
these officers will be retired in the grades in which they are now 
serving, without having had a reasonable opportunity for promotion 
to a higher grade. 

Ahead of the officers in the hump, and blocking their promotion, 
are the officers who were initially commissjoned before World War II. 
In the Navy, these prewar year groups comprise all the captains 
and the senior commanders, varying in length of service from 17 to 
30 years. Under present law, commanders who have twice failed of 
selection for promotion may not be involuntarily retired until they 
complete 26 years of service, and twice-failed captains may not be 
involuntarily retired until they complete 30 years of service. The 
same is true of officers in corresponding grades in the Marine Corps. 

Involuntary retirements of officers initially commissioned before. 
World War II would, under present law, be spread over a 13-year 
period. Thev would be spread very thinly, because the number of 
officers in each of the prewar year groups is very small. They would 
not produce sufficient vacancies each year to permit the timely pro- 
motion of officers in the disproportionately large hump year groups 
whose length of service varies by a maximum of 4 years. 

Slowing down promotions to fill only the vacancies that would be 
created by operation of present law would result in stagnation in their 
present grades of officers in the hump. From the standpoint of man- 
power management this would be extremely inefficient. It would 
also have a devastating effect on the morale of the officers concerned 
and would be a deterrent to young men who might otherwise contem- 
plate a naval career. 

On the other hand, if promotions are not drastically retarded, either 
two-thirds or more of the officers in the hump must be failed of 
selection for promotion or a means of creating more vacancies for them 
in the higher grades must be provided. 

The assessment of heavy attrition in the process of selection for 
—— has its practical limits. If it becomes so heavy that it 

egins to cut down some of the very best officers, along with the less 
effective, the loss of morale and self-confidence in the officer corps 
will be disastrous. 

A gradual deceleration of promotions and an increase in attrition 
has already occurred and will continue.- This is unavoidable and to 
some extent is desirable. However, both the retardation of promo- 
tions and the attrition rate should be kept within acceptable limits. 
This cannot be done unless the Department of the Navy is given 
statutory authority which will enable it to create additional vacancies 
in the grades of captain and commander in the Navy and colonel and 
lieutenant colonel in the Marine Corps. 

One method of providing additional vacancies would be to raise the 
statutory limitations on the numbers of officers that can serve in the 
grades concerned. The Department of the Navy does not desire that 


59011 Res., Vol. 1—H. Rept. 71, 86-1, O-61—2 
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this be done. The present ceilings are ample to meet the needs of the 
service. Increasing them would mean that promotions would be 
made solely for the sake of promotions, and not because of a military 
need for more officers in those grades. ‘The increased cost could not 
be justified. Further, the prestige attached to grades of commander, 
liextenant colonel, and above would be diminished by the assignment 
of officers in those grades to duties normally performed by oflicers of 
lower rank. 

The Department of the Navy considers that the needed additional 
vacancies in the higher grades could best be created through the retire- 
ment, on a selection basis, of some of the senior officers in those grades 
a few years earlier than they could be involuntarily retired under 
present law. The proposed legislation would, if enacted, provide the 
necessary statutory authority for the selection of officers for con- 
tinuation on the active list and for the mandatory early retirement of 
officers not selected for continuation. 

Officers in the prewar year groups presently serving in the grades of 
commander, lieutenant colonel, or above have attained those grades, 
in most cases, considerably earlier than contemplated in the ‘Officer 
Personnel Act of 1947 aad have had to face only light forced attrition 
rates. It would not be unfair, therefore, to require the officers ahead 
of the hump to share with the officers in and behind the hump the 
attrition that is necessary to provide an orderly flow of promotions. 

Two methods of forcing the early retirement of captains in the 
Navy and colonels in the Marine Corps, to create needed vacancies 
in those grades, would be provided by the proposed legislation. 

First, the proposed legislation would authorize the Secretary of the 
Navy, when the needs “of the service require, to convene selection 
boards to consider for continuation on the active list captains and 
colonels who will complete at least 5 vears of service in their respective 
grades by the end of the fiscal year in which the board is convented. 
Those not recommended for continuation would be retired at the end 
of the fiscal year in which the report of the board is approved. 

Second, the proposed legislation would provide that captains in the 
Navy (except doctors, dentists, medical specialists, and restricted 
line officers) and colonels in the Marine Corps who twice fail of selec- 
tion for promotion to the grade of rear admiral or brigadier general 
shall be considered by a selection board for continuation on the active 
list. Those not recommended for continuation would be retired at the 
end of the fiscal year in which the report of the board is approved. 

The second of the above provisions would not result in the early 
retirement of captains in the Navy at the present time, as current 
policy is not to bring captains into the promotion zone for promotion 
to rear admiral until their 29th year, and those who fail of selection in 
their 29th and 30th years are retired at the end of their 30th vear 
under present law. The first of the above provisions, screening 
captains for continuation or retirement in the fifth year in orade, 
would therefore be used by the Navy as the means of forcing the 
retirement of the necessary numbers of captains a few years earlier 
than they would otherwise be retired. 

The Marine Corps, on the other hand, would not use continuation 
boards for colonels having 5 years in grade, at least not in the immedi- 
ate future. Requirements for general officers and the small number 
of colonels in the prewar year groups make it necessary for the Marine 
Corps to consider officers for selection to brigadier general in their 








OPPORTUNITY FOR PROMOTION FOR CERTAIN NAVAL OFFICERS 19 


23d to 25th year of commissioned service. Consequently, the pro- 
vision for considering twice-passed-over colonels for continuation on 
the active list, and the retirement of those not selected for continua- 
tion, would be used to force the necessary numbers of retirements a 
few years earlier than under present law. 

To create additional vacancies in the grades of commander and 
lieutenant colonel, the proposed legislation would provide that officers 
in those grades shall be considered for continuation on the active list 
when they have twice failed of selection for promotion. Those not 
selected for continuation would be retired at the end of the fiscal year 
in which the report of the board is approved or in which they complete 
20 or more years of total commissioned service, whichever is later. 

The proposed legislation provides that officers who are considered 
and recommended for continuation on the active list would not again 
be subjected to consideration for continuation while in the same grade 
but would continue on the active list for the periods prescribed in 
existing law. 

The proposed legislation provides for the expiration of the above 
provisions on June 30, 1970, as it is expected that the last of the 
officers in the hump will have passed into the grades of captain and 
colonel by that time. 

The proposed legislation contains special provisions, expiring on 
December 31, 1964, relating solely to the promotion of majors in the 
Marine Corps to the grade of lieutenant colonel. 

The passage of the Marine Corps officer hump into the grade of 
heutenant colonel will retard promotion flow for a number of officers 
beyond those points considered as optimum for producing senior 
officers of appropriate age and service characteristics. In order to 
minimize this condition, without assessing excessive attrition and 
producing inequality in opportunity for promotion, the Marine Corps 
desires to dispense with the establishment of promotion zones in those 
years in which it is not necessary to create vacancies in the grade of 
major or it is not possible to remove from the active list those majors 
who have twice failed of selection for promotion. To accomplish 
this, the proposed legislation would authorize the Secretary of the 
Navy to establish zones of consideration in lieu of, or in conjunction 
with, promotion zones. In the years that zones of consideration are 
established, and promotion zones are not used, all selections would 
be made from within the zones of consideration, and any officer not 
selected for promotion would not be considered as having failed of 
selection. This would permit the advancement of the most out- 
standing majors, without passing over other majors whose services 
are valuable and needed by the Marine Corps. In years when it is 
necessary to create vacancies in the grade of major, or when the age 
and service characteristics of majors who have been previously con- 
sidered for promotion warrant their involuntary retirement, a pro- 
motion zone would be established in conjunction with a zone of con- 
sideration, so that nonselected officers in or above the promotion 
zone would be legally considered as having failed of selection and 
would be retired after their second failure. 


COST AND BUDGET DATA 


The proposed legislation will have fiscal impact on both retired 
pay appropriations and active duty pay appropriations. Retired pay 
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appropriations during the period of its operation will be increased 
because of the payment of retired pay to officers who otherwise would 
not yet have been. retired. Terminal leave settlements and travel 
costs for retiring officers will likewise be increased. Active duty pay 
appropriations will be affected by changes in the accrual of active 
duty pay, flight pay, and allowances. The total amount of such 
pay and allowances will decrease because of a reduction in longevity 
credits for pay purposes in the active duty force and some net reduc- 
tion in numbers of officers in the senior grades. 

In estimating the fiscal impact of the proposed legislation, it has 
been assumed that the active duty force will remain at present overall 
strength. Although the validity of this assumption cannot be forecast, 
the use of any other assumption would introduce differences in costs 
attributable to expansion or contraction rather than to the legislation. 

For both retirement and active duty calculations it has been assumed 
that, for the officers concerned, service for pay purposes is equal to 
total commissioned service. The errors in this assumption are to 
some extent mutually offset, but in any case are not determinable 
since their incidence will depend on selection processes. 

Basic calculations have been made for the Marine Corps and for 
the unrestricted line officers of the Navy. Plans for staff corps and 
restricted line officers of the Navy are subject to variation by current 
service needs. Probable costs and savings for these latter groups have 
been projected on a straight line basis at 25 percent of the costs for 
the unrestricted line. 

On the basis of the assumptions noted above, the predicted impact 
of the proposed legislation on appropriations is summarized as follows: 


(—indicates net decrease by reason of legislation; +indicates net increase by reason of lezislation] 
(Thousands of do!lars] 
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Studies beyond fiscal year 1965 are speculative, since they depend 
not only on the continued validity of the assumption as to strength 
but also on continued adherence to presently anticipated promotion 
policy. In general, the impact on the appropriations cited will tend 
to diminish. 

Sincerely yours, 
Donatp A. Quartuss, Deputy. 


EXPLANATION OF COMMITTEE AMENDMENTS 


Subsection (d) of section 1 of the bill authorizes the Secretary of 
the Navy to prescribe zones of consideration for captains and colonels 
who have served for 5 or more years in grade or who have twice failed 
of selection for promotion to flag or general officer grade and provides 
that only officers who are in a continuation zone may be considered 
by a selection board. This subsection is amended to provide that 
only officers who are in a continuation zone may be considered for 
continuation. The same board that considers officers for promotion 
may be used to consider twice-passed-over officers for continuation on 
the active list. Without the amendment the subsection could be con- 
strued as precluding the board from considering officers for promotion 
unless they are among the twice-passed-over officers in the continuation 
zone. 

Subsection (a) of section 2 of the bill prescribes the formula for the 
computation of retired pay for officers retired under this legislation. 
It provides for retired pay at the rate of 2% percent of basic pay multi- 
plied by either (1) the years of service credited to the officer for basic 
pay purposes or (2) his years of “total commissioned service” as 
computed under section 6387 or 6388 of title 10, United States Code. 
Under these sections of title 10, an officer who is appointed from a 
source other than the Naval Academy or NROTC is credited with 
the same amount of “total commissioned service” as his Naval 
Academy contemporary on the lineal list. The ‘total commissioned 
service” so credited to him may exceed his actual active service. An 
officer’s ‘‘total commissioned service’? determines the time when he 
will be liable for mandatory retirement but it is not used in determining 
his basic pay, nor can it be used, under existing law, as the multiplier 
in the retired pay formula, unless the officer retires for physical 
disability. The bill as presented by the Department of the Navy 
would permit it to be used as the multiplier if this were to the officer’s 
advantage. The amendment eliminates this option and results in 
a retired pay formula identical with that prescribed in title 10, United 
States Code, for nondisability retirements of officers of the naval 
service under that title. 

Subsection (c) of section 2 of the bill provides that in determining 
the number of years of service to be used as a multiplier in computing 
retired pay a fraction of a year that is 6 months or more is counted 
as a whole year and a fraction that is less than 6 months is disregarded. 
The subsection is amended so as to make this rule applicable also to 
the determination of the number of years of ‘‘early retirement”’ to ‘be 
used as the multiplier in computing the readjustment payment under 
new subsection (d) of section 2. 

Three new subsections, (d), (e), and (f), are added as a committee 
amendment to section 2 of the bill. 








22 OPPORTUNITY FOR PROMOTION FOR CERTAIN NAVAL OFFICERS 


New subsection (d) provides for readjustment payments to be paid 
to officers retired under this legislation if they are retired in the grade 
in which they are serving, or for which they have been selected, on 
the effective date of the act. Captains and colonels have made their 
personal and family financial plans on the basis of the 30-vear career 
that they could have under present law, and commanders and lieu- 
tenant colonels have similarly planned on a 26-year career. The 
disruption of their plans through unexpectedly early retirement will 
cause hardships which will be alleviated by the readjustment pay- 
ments. This subsection provides that an officer may elect to receive 
either a single lump-sum payment at the time of retirement or three 
payments, the first payable at the time of retirement, the second pay- 
able a year later, and the third payable a year after the second. In 
either case the total amount payable is the same and is limited to 
not more than $6,000. The amount payable is computed by multiply- 
ing 2 months’ basic pay by the number of the officer’s years of ‘‘early 
retirement,” i.e., the number of years by which his career is cut short. 
For example, a captain or colonel who is retired with 27 years of 
service, instead of the 30 that he could have under existing law, will 
receive 6 months’ basic pay. The subsection provides that if an officer 
dies before receiving all of the payments the remaining ones will be 
paid to his designated beneficiary or survivors as provided in section 
2771 of title 10, United States Code, for the settlement of accounts 
of deceased members of the Armed Forces. 

New subsection (e) provides that if an officer voluntarily retires, 
after failing of selection for continuation but before the date specified 
for his retirement under this legislation, he will receive the readjust- 
ment payment under subsection (d) if otherwise qualified for it. How- 
ever, his years of ‘early retirement” will be computed from the date 
specified in this act for his retirement, not from the earlier date on 
which he actually retires. Thus an officer cannot increase his lump- 
sum payments by retiring earlier than required. 

New subsection (f) provides that all officers retired under this act, 
notwithstanding the fact that they are retired as a result of failing to 
be selected for continuation on the active list, will be considered after 
their retirement to have been retired voluntarily under the provision 
of law which authorizes officers having 20 or more years of active 
service to be retired upon their own application. Thus officers whose 
retirement is necessary to solve the problem of the World War II 
hump will not be stigmatized for the rest of their lives as failures. 

Section 6 of the bill as presented by the Department of the Navy 
would have amended sections 6387, 5707, and 5708 of title 10, United 
States Code. This section, as amended, is stricken and a new section 
6 is inserted to amend only section 6387 of title 10. The provisions 
of sections 5707 and 5708 that would have been amended by the 
original section 6 relate to promotion standards for Reserve and tempo- 
rary officers and are not germane to the bill. The rest of the bill 
relates to permanent Regular officers only. 

Section 7 of the bill is renumbered “8” and a new section 7 is added 
by a committee amendment to provide that officers of the Medical 
Corps, Dental Corps, Medical Service Corps, and Nurse Corps will 
not be subject to early retirement under this legislation so long as the 
doctors’ and dentists’ draft law is in effect. 


OO Oa 


a 
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SECTIONAL ANALYSIS OF H.R. 4413, AS AMENDED 


Section 1 provides authority to convene boards to recommend for 
continuation on the active list captains and commanders of the 
Regular Navy and colonels and lieutenant colonels of the Regular 
Marine Corps. It prescribes the eligibility rules for consideration of 
such officers, and the time when officers not recommended for continu- 
ation shall retire. 

Subsection (a) authorizes the Secretary of the Navy, when the needs 
of the service require, to convene selection boards, or to direct selec- 
tion boards convened to select officers for promotion, to recommend 
for continuation on the active list captains in the Regular Navy or 
colonels in the.Regular Marine Corps who are serving in their fifth 
or later year in the grade of captain or colonel. It requires that the 
Secretary shall convene or direct boards to make such recommenda- 
tions with respect to captains and commanders in the Regular Navy 
and colonels and lieutenant colonels of the Regular Marine Corps 
who have failed of selection to the next higher grade two or more 
times and colonels designated for supply duty who are in their 27th 

ear of commissioned service. The composition of such boards is 
identical to that required to consider officers of the respective grades 
for promotion. 

Subsection (b) prescribes the composition of boards convened to 
consider captains in the Medical Service Corps and Nurse Corps. 
(Present law does not provide for such boards for promotion in these 
corps.) 

tien (c) makes a captain in the Regular Navy or a colonel in 
the Regular Marine Corps eligible for consideration for continuation in 
his fifth or later year of service in grade. However, when such an 
officer has been considered and recommended for continuation he 
would not be considered again under any provision of the bill, and 
would continue on active duty to his normal retirement date (30 or 31 
years’ commissioned service, as prescribed for his category). Al- 
though Marine Corps officers are included, this authority is not ex- 
pected to be used by the Marine Corps. 

Subsection (d) requires that the Secretary establish continuation 
zones when captains in the Regular Navy or colonels in the Regular 
Marine Corps (except colonels designated for supply duty) are to be 
considered for continuation for each category of officers under con- 
sideration. (A category of officers is a group who under present law 
are considered separately for promotion.) Only eligible officers with- 
in the prescribed zone will be considered. Successive zones for each 
category must be consecutive on the lineal list, without omissions. 
The establishment of zones is intended to permit an orderly phasing of 
initial considerations. 

Subsection (e) makes captains in the Regular Navy (except captains 
in the Medical Corps and Dental Corps) and colonels in the Regular 
Marine Corps eligible for consideration for continuation on the active 
list when they have failed two or more times of selection for promotion 
to the next higher grade, unless they previously have been recom- 
mended for continuation (under (c), above). Because Navy captains 
will not have failed twice of selection for promotion until their 30th 
year, this section will not be applicable to them in practice. 
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Subsection (f) makes colonels in the Regular Marine Corps who 
are designated for supply duty eligible for consideration for continua- 
tion on the active list in their 27th vear of commissioned service. 
(By definition in present law, such officers are not deemed to have 
failed twice of selection for promotion until their 3lst year of com- 
missioned service.) 

Subsection (g) makes commanders and lieutenant colonels of the 
Regular Navy and Regular Marine Corps (except officers designated 
for limited duty, officers of the Nurse Corps, and women officers) 
eligible for consideration for continuation on the active list if they 
have failed two or more times of selection for promotion to captain. 
However, after having once been considered and recommended for 
continuation they will not be considered again, but will remain on 
active duty until retired under present law at 26 years of commissioned 
service. 

Subsection (h), generally similar to provisions of present law with 
respect to selection boards, requires the Secretary to furnish a board 
with the names of the officers to be considered for continuation and to 
prescribe the number who may be recommended. Two-thirds of the 
acting members of the board must agree in the list of officers recom- 
mended as best qualified for continuation. The report of the board 
is final on approval by the President. 

Subsection (i) requires the retirement of any officer who is considered 
for continuation on the active list but not recommended for continua- 
tion in the approved report of the board, on June 30 of the fiscal year 
in which the report is approved, or of the fiscal year in which he com- 
pletes 20 years of total commissioned service, whichever is later, 
unless he may have been sooner selected for promotion. Total com- 
missioned service in this instance, as elsewhere in this section, is service 
as computed under existing law for this purpose. In most cases it 
coincides with actual commissioned service. For officers transferred 
from Reserve status to Regular status, however, it is the service 
credited to lineal contemporaries who were originally commissioned 
in the grade of ensign or second lieutenant in the Regular service, 
and may differ from actual active commissioned service. 

Subsection (j) provides that an officer serving in a statutory office 
with the rank of rear admiral while so serving, who otherwise would 
be retired under (i), above, may be deferred from retirement while 
he holds such rank. 

Subsection (k) provides that if the report of a board is approved 
less than 6 months before the end of a fiscal year the officers who 
were considered but not recommendec for continuation shall not be 
retired until first of the seventh month following the month in which 
the report was approved. 

Section 2 provides entitlement to retired pay to officers retired 
under the bill. 

Subsection (a) provides that an officer retired under the bill will 
retire in the grade in which serving, with pay computed at the rate 
of 2% percent of the active duty pay of the grade multiplied by the 
number of years of service creditable to him under the provision of 
the pay law relating to credit for retired pay, unless by other provision 
of law he may be entitled to higher retired grade or retired pay. 

Subsection (b) provides that retired pay shall be not less than 50 
percent or more as 75 percent of the basic pay on which the com- 
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putation is based. The 50 percent minimum conforms to the mini- 
mum assured under the present law governing mandatory retirements. 
The 75 percent maximum is uniform with all current retirement 
authorities. 

Subsection (c) prescribes that in the determination of the number 
of vears for computation of retired pay a period of 6 months or more 
will be creditable as 1 year, while a period of less than 6 months will 
be disregarded.» This is consistent with existing laws governing the 
computation of retired pay. A committee amendment extended the 
principle to the computation of lump-sum payments under sub- 
section (d), following (a committee amendment). 

Subsection (d), as added by a committee amendment, provides for 
lump-sum payments to be made to those officers who will be retired 
early under the bill in the grades in which they are serving on the 
date of enactment or for which they are on an existing promotion list. 
Such payments do not accrue to officers selected for promotion sub- 
sequent to the date of enactment, even though they may be retired 
eventually under this bill. Officers qualified for such payments may 
elect: (1) a single payment, on date of retirement, in the amount of 2 
months’ basic pay for each year his service is short of the service he 
would have had at normal mandatory retirement for his grade, the 
total not to exceed $6,000, or (2) three annual payments, commencing 
on the date of retirement, each payment being one-third of the total 
computed as in (1). In the event of death prior to the receipt of 
total benefits, unpaid balances will be payable in the manner pre- 
scribed by law for settlement of accounts of deceased personnel. 

Subsection (e), added by committee amendment, permits the pay- 
ment of lump-sum payments to officers who, after being considered 
but not recommended for continuation, are subject to early retirement 
on a date fixed by this bill but elect to retire at an earlier date under 
voluntary retirement laws. Only officers who would have been eligi- 
ble for the payments on the date of forced retirement would receive 
payments. The computation of the amount of payments would be 
on the basis of the forced retirement date, notwithstanding the earlier 
voluntary retirement. 

Subsection (f), added by committee amendment, prescribes that a 
forced early retirement of an officer under this bill will thereafter be 
considered to have been a voluntary retirement. This will not in- 
crease or decrease any benefits to which the officer is eligible, but will 
insure that future records will not contain notations which could be 
interpreted as a special stigma. 

Section 3 provides that modifications of elections made under the 
contingency option plan will be valid in the event of early retirement 
under this bill if they were made at such time as would have qualified 
them as valid at the normal retirement date. 

Section 4 relates to the establishment of zones of consideration in 
connection with Marine Corps selections for promotion to the grade 
of lieutenant colonel. 

Subsection (a) would authorize the Secretary, until December 31, 
1964, to establish zones of consideration in addition to or in lieu of 
promotion zones for majors. The number of officers to be placed in a 
zone of consideration would be determined by the Secretary according 
to the needs of the Marine Corps. A selection board would be pre- 
vented from considering for promotion officers who are junior to the 
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zone of consideration. An officer who is in a zone of consideration 
but not in or above a promotion zone would not be considered as having 
failed of selection for any purpose, even tliough he is not selected for 
promotion. 

Subsection (b) would guarantee to majors designated for supply 
duty at least the same selection opportunity that officers not restricted 
in the performance of duty receive when a zone of consideration is 
established. 

Subsection (c) would substitute a different standard for determining 
the appropriate number of officers to be placed in a promotion zone 
for selection to lieutenant colonel by giving consideration to the ab- 
normal flow during the so-called hump years and the age and other 
characteristics of the officers concerned. In addition, the Secretary 
would be authorized to limit the number of selections which are made 
from in or above such promotion zone. ‘The provision on normal 
terms of service would be suspended for the grade of major. This 
subsection would expire December 31, 1964. 

Section 5 provides that the President may suspend any provision 
of sections 1 and 4 in time of war or national emergency. Similar 
suspension authority is contained in section 6386(c) of title 10, 
United States Code, with respect to the mandatory retirement pro- 
visions of sections 6371-6384 of title 10. 

Section 6 amends title 10, United States Code, as follows: 

(1) Section 6387 defines “total commissioned service” for line 
officers. The amendment would prevent the premature retirement of 
officers who are not from the Naval Academy or NROTC and who 
receive an accelerated promotion; that is, officers who are selected 
from below a promotion zone. 

A second subsection of section 6 was deleted by committee amend- 
ment. It would have made a technical clarification of criteria for 
promotion. It was deleted as not germane to the problem under 
consideration. 

Section 7, inserted by committee amendment, prohibits the appli- 
cation of the bill to officers of the Medical Corps, Dental Corps, 
Medical Service Corps, or the Nurse Corps during the effective period 
of authority for the induction of physicians and dentists. 

Section 8 (redesignation of original sec. 7, by committee amendment) 
provides for the termination of the provisions of section 1 on June 30, 
1970. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


Sections 5707, 5708, anp 6387 or TitLe 10, 
Unirep States Copre 


§ 5707. OFFICERS TO BE RECOMMENDED FOR PROMOTION OR CON. 
TINUATION 
(a) Of the officers considered for promotion by a selection board 
convened under this chapter, the board shall recommend for promo- 
tion, as appropriate— 
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(1) those eligible male officers on the active list in the line of 
the Navy or on the active list of the Marine Corps whom the 
board considers best fitted for promotion; 

(2) those eligible officers on the active list of the Navy, other 
than women officers appointed under section 5590 of this title, 
under consideration for— 

(A) promotion to any grade in the Supply Corps or the 
Civil Engineer Corps; or 
(B) promotion to the grade of commander or above in 
anv other staff corps; 
whom the board considers best fitted for promotion; 

(3) those eligible officers other than women oflicers appointed 
under section 5590 of this title, on the active list of the Navy 
in any staff corps not otherwise provided for in this subsection, 
whom the board considers fitted for promotion; 

(4) tose eligible women officers, appointed under section 5590 
of th:s title, on the active list of the Navy in the line or a staff 
corps or on the active list of the Marine Corps under consideration 
for promotion to the grade of commander, lieutenant commander, 
lieutenant colonel, or major whom the board considers best fitted 
for promotion; 

(5) those eligible women officers, appointed under section 5590 
of this title, on the active list of the Navy in the line or a staff 
corps or on the active list of the Marine Corps under consideration 
for promotion to the grade of lieutenant in the Navy or captain 
in the Marine Corps whom the board considers qualified for pro- 
motion; or 

(6) those eligible officers not on the active list of the Navy or 
the Marine Corps whom the board considers qualified for con- 
tinued active duty in the next higher grade. 

(b) Each selection board convened under the preceding sections of 
this chapter to recommend officers for continuation on the active list 
shall recommend those officers under consideration whom it considers 
best fitted for continued service on the active list. 

(c) From among those eligible officers on the active list of the Navy 
or on the active list of the Marine Corps who are junior in lineal rank 
to the junior officer in the Speevenin promotion zone in any grade 
below that of captain in the Navy or colonel in the Marine Corps, 
the board may recommend es best fitted for promotion a number of 
officers that does not exceed 5 percent of the total number of officers 
that the board is authorized to recommend for promotion to the 
grade concerned, unless that number is less than one, in which case 
it may recommend one such officer. 

(d) The recommendation of any selection board with respect to 
the promotion of officers of the Navy designated for engineering duty, 
aeronautical engineering duty, special duty, or limited duty, or officers 
of the Marine Corps designated for supply duty or limited duty shall 
be based upon their comparative fitness, within such categories, for 
the duties prescribed for them by law. 

(e) The recommendation of a selection board with respect to any 
woman on the active list in the line of the Navy or the active list of 
the Marine Corps shall be based upon her comparative fitness for the 
duties to which she is assigned in the line of the Navy or in the Marine 
Corps. The recommendation of a selection board with respect to any 
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woman officer on the active list in any staff corps, appointed under 
section 5590 of this title, shall be based upon her comparative fitness 
for the duties to which she is assigned in her staff corps. 

(f) Administrative staff duty, duty in aviation, or duty in any 
technical specialty performed by an officer of the Marine Corps shall 
be given weight by the selection board in determining his fitness for 
promotion equal to that given to line duty equally well performed. 

(g) The status of having once failed of selection for promotion to 
a grade shall not prejudice an officer with respect to his qualifications, 
his fitness for the naval service, or his eligibility for selection for 
promotion to that grade by the next succeeding selection board. 

(h) The total number of officers that may be recommended for 
romotion in any grade may not exceed the number furnished the 
oard concerned by the Secretary of the Navy under section 5706 

of this title. The number of officers that may be recommended 
for continuation on the active list by a board convened under this 
chapter may not exceed the number furnished the board concerned 
by the Secretary under section 5706 of this title. 

(i) No officer may be recommended for promotion or for continua- 
tion on the active list unless he receives the recommendation of at 
least two-thirds of the acting members of the board concerned. 
However, a board composed of five acting members or less may so 
recommend an officer upon the concurrence of a majority of its 
members. 

§ 5708. REPORTS: CERTIFICATION REQUIRED 

(a) Each board convened under the preceding sections of this chap- 
ter shall submit a report in writing, signed by all the acting members 
thereof, and shall certify in its report that the board has carefully con- 
sidered the case of each officer whose name was furnished to it under 
section 5706 of this title. 

(b) A board convened under this chapter that recommends officers 
in any of the following categories for promotion shall certify in its 
report that, in the opinion of at least two-thirds of the acting members 
of the board if the board has more than five acting members, or in the 
opinion of at least a majority of the acting members if the board has 
five acting members or less, the officers recommended are, subject to 
the limitations prescribed in section 5707(c) of this title, selected as 
best fitted to assume the duties of the next higher grade: 

(1) Male officers on the active list in the line of the Navy. 

(2) Male officers on the active list of the Marine Corps. 
a (3) Male officers on the active list of the Navy in the Supply 

orps. 

(4) Male officers on the active list of the Navy in the Civil 
Engineer Corps. 

(5) Women officers on the active list of the Navy, appointed 
under section 5590 of this title, in the grade of lieutenant or above. 

(6) Women officers on the active list of the Marine Corps in 
the grade of captain or above. 

(7) Officers on the active list of the Navy in any staff corps in 
the grade of lieutenant commander or above. 

(c) A board convened under this chapter that recommends officers 
in any of the following categories for promotion shall certify in its 
report that, in the opinion of at least two-thirds of the acting members 
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of the board, the officers recommended are selected as fitted to assume 
the duties of the next higher grade: 

(1) Officers, other than women officers appointed under section 
5590 of this title, in the grade of lieutenant or lieutenant or lieuten- 
ant (junior grade) on the active list of the Navy in the Medical 
Corps, Chaplain Corps, Dental Corps, or Medical Service Corps. 

(2) Officers on the active list of the Navy in the Nurse Corps 
in the grade of lieutenant or lieutenant (junior grade). 

(d) A board convened under this chapter that recommends officers 
in any of the following categories for promotion shall certify in its 
report that, in the opinion of at least two-thirds of the acting members 
of the board, the officers recommended are selected as qualified for 
promotion: 

(1) Women officers in the grade of lieutenant (junior grade) on 
the active list of the Navy in the line or in any staff corps ap- 
pointed under section 5590 of this title. 

(2) Women officers on the active list of the Marine Corps in 
the grade of first lieutenant. 

(e) The report of a board convened under this chapter that recom- 
mends for promotion officers not on the active list of the Navy or the 
Marine Corps shall certify in its report that, in the opinion of at least 
two-thirds of the acting members of the board, the officers recom- 
mended are selected as qualified for continued active duty in the nezt 
higher grade. 

(f) As required by section 6384 of this title, each board convened 
under this chapter to recommend officers for promotion shall report, 
from among those officers eligible for consideration, the name of each 
officer with less than 20 years of service whose record, in the opinion 
of the board, indicates his unsatisfactory performance of duty in his 
present grade and, in the opinion of the board, indicates that he would 
not satisfactorily perform the duties of a higher grade. 

(g) A board convened under this chapter that recommends officers 
for continuation on the active list shall certify in its report that, in 
the opinion of at least two-thirds of the acting members if the board 
has more than five acting members or in the opinion of at least a ma- 
jority of the acting members if the board has five acting members or 
amy the officers recommended are selected as best fitted for continued 
service on the active list. 


§ 6387. REGULAR NAVY MALE LINE OFFICERS; REGULAR MARINE 
CORPS, MALE OFFICERS: COMPUTATION OF TOTAL COM- 
MISSIONED SERVICE 

(a) For the purpose of the preceding sections of this chapter, the 
total commissioned service of a male officer on the active list in the 
line of the Navy or of a male officer on the active list of the Marine 

Corps who has served continuously on the active list since his appoint- 

ment in the grade of ensign or second lieutenant, either upon grad- 

uation from the Naval Academy or under section 6904, 6906, or 6909 

of this title, is computed from June 30 of the fiscal year in which he 

accepted that appointment. 

(b) Each other male commissioned officer on the active list in the 
line of the Navy or on the active list of the Marine Corps is con- 
sidered to have the same total commissioned service, for the purpose 
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of the preceding sections of this chapter, as the officer described in 

subsection (a) with the maximum total commissioned service who— 
: has not lost numbers or precedence; and 

) [is, or at any time has been,] has been continuously junior 

to the other officer for the purposes of eligibility for promotion 

and selection for promotion during that other officer’s latest 
period of continuous service on the active list. 


O 





86TH Concress | HOUSE OF REPRESENTATIVES / REPORT 
1st Session No. 72 


INCREASING THE MAXIMUM SUBSISTENCE ALLOWANCE 
FOR FEDERAL JUDGES 


Fesruary 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hotrzman, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H.R. 2909] 


The Committee on the Judiciary, to whom was referred the bill 
(H.R. 2909) relating to the maintenance and travel expenses of judges, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


LEGISLATIVE HISTORY 


In the 85th Congress the bill H.R. 3369 passed the House in an 
amended form identical to this bill, H.R. 2909, on August 12, 1958. 
A hearing was held on the proposal in the 85th Congress and the bill 
was reported amended by the Committee on the Judiciary in House 
Report No. 2516, 85th Congress, 2d session. 


THE NEED FOR THE LEGISLATION 


It is common knowledge that many of the calendars in the Federal 
courts throughout the Nation are seriously congested, so that there is 
considerable delay in disposing of the litigation. This situation, in 
turn, causes a denial of justice to the litigants and in many instances 
the delay causes financial hardships on the parties involved. 

Typical of this situation are 13 districts having purely Federal 
jurisdiction where, in 1957, the number of private cases filed per judge 
exceeded 200. There are also 31 other districts, where it was less 
than 100, the national average being 151 such cases per judge. These 
figures are indicative of the problem which confronts the courts today. 
The records of the Administrative Office of the United States Courts 
indicate that the dockets of the courts in the metropolitan areas are the 
ones which are most congested. In other areas where the dockets are 
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more or less up to date, the judges of those courts would be eligible 
to serve outside their districts in those particular courts where addi- 
tional judicial manpower is needed to relieve the congestion. This is 
true not only of active judges but also of those judges who have 
retired but are willing to undertake additional judicial work. 

A hearing on this proposal, however, indicates that many of the 
judges, both active and retired, are reluctant to serve outside of their 
districts or circuits because experience has proven to them that to 
reside temporarily in these metropolitan areas results in out-of-pocket 
expenses over and above the reimbursement which the law now permits 
them to receive; namely, $15 per day for subsistence. 

Thus, the opinion of this committee is that by raising the maximum 
allowance to $25 per day for expenses actually incurred, many of 
these judges will be willing to travel to these congested metropolitan 
areas and assist in alleviating the court congestion there. 


Cost 


The estimated additional cost of this legislation, as submitted by 
the budget and accounting officer of the Administrative Office of the 
United States Courts is between $50,000 and $75,000 a year. A copy 
of a memorandum on the estimated cost is attached hereto and made 
a part of this report. 


GENERAL STATEMENT 


It should be kept in mind, however, that the proposal fixes the 
maximum at $25 a day for expenses actually incurred. At the same 
time, it would permit a judge, while away from his official station on 
official business, to accept in lieu of actual expenses a per diem allow- 
ance of $12 per day for subsistence, as defined in the Travel Expense 
Act of 1949 (5 U.S.C. 835). 

The budget and accounting officer of the Administrative Office of 
the United States Courts has informed the committee that his study of 
the vouchers submitted by Federal judges, while away from their 
official stations for a period ending August 1957, demonstrated con- 
clusively that the maximum reimbursement of $15 a day is not made 
use of by the judges except when the judge is away overnight from his 
official station. Those statistics indicated that acttially only 36 
percent of the days were days on which the judges claimed up to the 
maximum of $15, while the remaining 64 percent represented the 
amount of days on which the judges did not claim the maximum 
possible reimbursement. All reimbursement for official travel is made 
through the Administrative Office of the United States Courts. 

Testimony indicated that where a judge volunteers for duty outside 
of his circuit, it is usually for a rather lengthy period of time, which 
requires his living in a hotel for several days or more. It is in these 
particular instances that the maximum allowance of $15 per day is 
insufficient. 

It is a well-known fact that the cost of living has increased greatly 
in the past few years. For example, the Bureau of the Budget has 
informed the committee that in October of 1957 the periodical, Sales 
Management, contained information with respect to the cost of hotel 
accommodations and meals, which report was based upon information 
from approximately 200 firms. This article indicated the cost of 
housing, meals, local transportation and incidentals average $18.02 
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per day in the larger cities of over 100,000 population and $15.05 in 
smaller cities. The act of August 8, 1956 (67 Stat. 488; 28 U.S.C. 
456, increased the limit of reimbursement maintenance from $10 to 
$15 a day. 

Attached hereto as a part of this report is a schedule of hotel rates 
in typical cities throughout the Nation. 

The Judicial Conference of the United States has specifically ap- 
proved H.R. 2909. Your committee has also been informed that the 
Attorney General of the United States has recommended this increased 
maximum allowance. A copy of a letter from the Deputy Attorney 
General to the chairman of the Judiciary Committee of the U.S. Sen- 
ate is attached hereto and made a part of this report. 

Also attached hereto as a part of this report is a letter dated 
March 26, 1957, from the Administrative Office of the U.S. Courts 
recommending increase to a $25 per day maximum. Similarly 
attached and made a part of this report is a communication from the 
Bureau of the Budget regarding this legislation. 

Therefore, your committee recommends favorable consideration of 
this legislation, as amended. 


ADMINISTRATIVE OFFICE 
or THE U.S. Courts, 
Washington, D.C., October 18, 1957. 
Memorandum for Mr. Ettis: 


Pursuant to your request we conducted a survey of maintenance 
expenses paid to judges while in a travel status over a period of 20 
months ending with August 1957 (the vouchers for this period were 
readily available). During the 20-month period there was paid the 
total amount of $310,965 for 24,464 days of travel, or an average of 
$12.71 per day. The maximum of $15 per day was claimed for 
approximately 36 percent of the days and the average amount per 
day for the remaining 64 percent was $11.22. Over the period studied 
the percentage of days for which the maximum amount was claimed 
increased steadily from 28 percent to a little more than 50 percent. 

Actual payments for the fiscal year 1957 for maintenance expenses 
of judges amounted to $190,000 for 15,170 days, or an average of 
$12.52 per day. It is estimated that similar payments to judges 
during the fiscal year 1958 will approximate $200,000 for an esti- 
mated 15,975 days. If it were assumed that $15 per day would be 
claimed for 50 percent of the days (7,987) the payment in dollars 
would be $119,805. If it is further assumed that the same number 
of days (7,987) were charged at $25 per day the increase would be 
67 percent, or roughly $80,000. The higher cost (167. percent of 
$119,805) when added to the amount paid for maintenance expenses 
claimed at less than $15 per day would approximate $280,000. 

Estimating the costs in the manner stated above will undoubtedly 
produce an outside estimate of the increase, but with a higher maxi- 
mum amount available the average of $11.22 per day over the last 
20 months will increase slightly to offset the outside estimate of 
increases from old to new maximum. Actually, it is believed that 
the additional cost of raising the maximum subsistence allowance to 
$25 per day will be somewhat less than the estimate of $80,000. I 
should say that the cost will be between $50,000 and $75,000 a year. 


JoHN Brown, 
Budget and Accounting Officer. 
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Alphabetical list of hotel single-room rates in typical cities of the United States 
(all rates given are ‘“‘and up’’) 


Lowest Medium Highest 


Hotel Cost Hotel Hotel 


Albany, N.Y 


Atlanta, Ga 
Baltimore, Md 


Boston, Mass........... 
Buffalo, N.Y 
Charleston, §.C_....... 
Chicago, Ill 


Cincinnati, Ohio 


Cleveland, Ohio 

WE MS ses ein 
Denver, Colo 

Des Moines, Iowa 
Detroit, Mich 

Grand Rapids, Mich--- 
Hartford, Conn 
Houston, Tex 
Indianapolis, Ind 
Jacksonville, Fla........ 
Kansas City, Mo 

Los Angeles, Calif 
Little Rock, Ark__....- 
Louisville, Ky........-- 
Memphis, Tenn-......- 
Miami, Fla 


Milwaukee, Wis_......- 
Montgomery, Ala._...- 
Newark, N.J_.......... 
New Haven, Conn--... 


New Orleans, La 
New York, N.Y 


Omaha, Nebr 
Philadelphia, Pa 


Pittsburgh, Pa 
Providence, R.I_. 


8t. Paul, Minn 

Salt Lake City, Utah_.. 
San Diego, Calif_....... 
San Francisco, Calif... 
Seattle, Wash 

Tampa, Fla 


Trenton, NJ. .ceseseocs 
Tucson, A 


Washington, D.C 
Puerto Rico, San Juan.- 
8t. Thomas, V.1.! 


Alaska ! 


41 No prices quoted. 


Hon. Jamzs O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Sznator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 3656) to amend 
section 456 of title 28, United States Code, with respect to traveling 
expenses of justices and judges. 


Minerva... 
Graystone... 
Charleston... 
Pinegate.... 


Cincin- 
natian. 
Olmstead... 
Mayfair 
Auditorium. 
Elliott 
Rex. ....cscon 
Mertens_-_.. 
Hartford __.- 
Milby-..... 
Barnes...... 
Aragon 
Montrose. . . 


Berkeley-_... 
Ambassador. 
Tamiami_... 


Republican . 
Exchange... 
Parkhburst__. 
i ae 


LaSalle 
Kenmore 
Hall. 


St. James... 


Penn Shady. 
Mobhican.... 
Falmouth... 
Capitol _-... 
Claridge... 
Angus. ..... 
BEERD....is<s 
New Palace. 
Roosevelt... 
Commodore. 
Thos. Jeffer- 
son. 
Leonard -... 
Congress... 


PNP eee ppy 


mrwcwp 


re 
Se 


Pk RMA PPSNNENPNPPe wp 


as 


SSSss SSSSSsssuss 





Sheraton-Ten 
Eyck. 

Peachtree Manor... 

Southern.......... 


Sherry-Biltmore... 
Markeen 

Fort Sumter. ....- 
Conrad Hilton... 


Netherland Piaza- 


SET <csttiasiteiee 
Lynn... 

Oxford 

SRR SER 
Detroit-Leland.... 
Pantlind 

Bond - 


Continental....... 
Ambassador - ..... 
PORIDG.. .ccccccocs 


George Vincent... 
Miami Airways... 


Wisconsin 
Greystone 
Carlton 
Duncan 


Monteleone 
Bedford 


Benjamin 
Franklin. 


Narragansett 
Lafayette.. 
Jefferson. . 


Temple Square--_- 
El Cortez. ........ 
St. Francis........ 
Edmond ee <- 
Bayshore Royal... 


-s 


NPPSAR SAMO ROS R Om és 
SSSSS SSSSSSERSNSS SS SS 


Town House 








Motor. 
Henry Grady 
Sheraton-Belve- 
dere. 
Ritz Carlton. _...-. 


SB ae 8 


= 
> 
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Francis Marion... 

Ambassador East 
and West. 

Town Center 
Motel. 

Park brook 

Statler Hilton. 

Brown Palace 

Commodore 

Park Shelton.....- 

Wequetonsing--.. 


Shamrock-Hilton,. 


Roosevelt 
Rockhill Manor... 


Grady Manning - - 
dc cicatien. 
King Cotton 
Miami Spring 
Villas. 
Plankinton House- 
Whiteley Hotel _. 
Robert Treat 
New Haven 
Motor Court. 
Pontchartrain 
De i ceinceectidenns 


_ 


Blackstone 
Barclay 


Schenley Park. -... 
Wayland Manor... 


John Marshall. -.-- 
Treadway Inn..-.. 


Del Coronado 
Fairmont. .......- 


Hillsboro 


— 
PPA M MAP OT OP PN NAPS 


SS88R SSSSSSSSESS SS SS SSES 


Stacy Trent 

Arizona Inn-_...... 
Western Village... 
Sheraton Carlton. 
Conrad Hilton-.-.. 


rt 
Oem x 


Aprit 30, 1958. 
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Section 456 of title 28, United States Code, provides that each 
justice and judge of the United States shall be paid all necessary 
traveling expenses, and also maintenance expenses not exceeding 
$15 per day, while attending court or transacting official business 
at a place other than his official station. 

It may be pointed out that the bill is substantially in accord with 
the act of June 27, 1956 (70 Stat. 360; sec. 68b, title 2, U.S.C.), which 
provides as follows: 

“No part of the appropriations made under the heading ‘Contingent 
expenses of the Senate’ hereafter may be expended for per diem and 
subsistence expenses (as defined in the Travel Expense Act of 1949, 
as amended) at rates in excess of $12 per day; except that (1) higher 
rates may be established by the Committee on Rules and Administra- 
tion for travel beyond the limits of the continental United States, 
and (2) in accordance with regulations prescribed by the Committee 
on Rules and Administration of the Senate, reimbursement for such 
expenses may be made on an actual expense basis of not to exceed 
$25 per day in the case of travel within the continental limits of the 
United States.”’ 

It will be noted that the bill establishes a per diem of $12 with the 
exception that in accordance with regulations prescribed by the 
Director of the Administrative Office of U.S. Courts approved by the 
Judicial Conference of the United States reimbursement of actual 
expenses may be made not to exceed $25 per day. Likewise, the act 
of June 27, 1956, relating to Senators, as you will observe, provides for 
& maximum per diem of $12 with the exception that in accordance 
with regulations prescribed by the Committee on Rules and Admin- 
istration of the Senate subsistence expenses may be on an actual 
expense basis of not to exceed $25 per day. 

In this connection I also call attention to the regulations promul- 
gated in 1957 by the House Committee on House Administration with 
reference to consideration of resolutions which would authorize funds 
for conducting studies and investigations. On page 1 of this publica- 
tion I find the following: 

“Members of Congress, while traveling on official business for the 
House of Representatives, may receive their actual expenses when 
funds have been authorized for that purpose, provided an itemized 
statement of such expenses is attached to the voucher together with 
receipts therefor; or the Member may receive a per diem of $12 in 
lieu of actual expenses, in which case no itemized statement nor 
receipts need be filed.” 

Entirely aside from the need for this bill as a matter of fairness to 
the judges who are not fully reimbursed for their expenses while 
traveling, this bill is one of the most important measures before the 
Congress as a possible source of relief from court congestion. It 
will make judges in less busy districts more willing to serve in those 
which are congested. To be of value they must take at least a 30- 
day assignment and there are not many who can make the financial 
sacrifice of spending so long a period without full reimbursement for 
their expenses. 

The Department of Justice strongly urges enactment of the bill. 

Sincerely yours, 
LAWRENCE E. WALsH, 
Deputy Attorney General. 
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ADMINISTRATIVE OFFICE OF THE 
U.S. Courts, 
Washington, D.C., March 26, 1957. 
Hon. EmManvet CrEiurr, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. CuatrmMan: Supplementing Mr. Shafroth’s letter to you 
of February 27, I am writing to say that the Judicial Conference of the 
United States at its meeting held in Washington on March 14 and 15 
approved H.R. 3369 entitled ‘‘A bill relating to the maintenance and 
travel expenses of judges.” 

The purpose of this proposed legislation is to increase from $15 to 
$25 per day the maximum amount for which justices and judges of the 
United States may be reimbursed for their reasonable maintenance 
expenses actually incurred while attending court or transacting official 
business at places other than their official stations. 

The Conference acted upon a unanimous recommendation of the 
Committee on Court Administration. In submitting its recommenda- 
tion to the Conference the committee stated: 

“The present maximum maintenance allowance of $15 is obviously 
inadequate in the metropolitan areas in view of the cost of hotel 
accommodations and meals. It is the opinion of your committee that 
the present low maximum maintenance allowance for judges creates 
a block in the assignment of judges within their circuits by chief 
oe and without their circuits by the Chief Justice of the United 

tates.” 

I very much hope that this bill will be considered by your com- 


mittee at an early date. The Administrative Office stands ready to 
furnish any additional information with regard to the proposed 
legislation which the committee may desire. 

Sincerely yours, 


Etmore WHITEHURST, 
Acting Director. 


Executive Orrice oF THE PRESIDENT, 
Bureau oF THE Bupcet, 
Washington, D.C., June 20, 1958. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuatrman: In response to your request of June 9, 
1958, there are enclosed two copies of the Standardized Government 
Travel Regulations effective August 1, 1956, and of an amendment of 
Ju'y 10, 1957, which were promulgated by the Director of the Bureau 
of the Budget under authority of title 5, United States Code, section 
840. The pertinent provision for per diem allowance in lieu of sub- 
sistence expenses is contained in section 6.1. 

The October 4, 1957, issue of the periodical, Sales Management, 
contained limited information with respect to costs of hotel accommo- 
dations and meals, based upon reports from approximately 200 firms 
about equally divided between industrial and consumer goods estab- 
lishments. It indicated that salesmen’s costs for housing, meals, 
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local transportation and incidentals average $18.02 a day in larger 
cities (over 100,000 population) and $15.05 a day in smaller cities. 
We trust that the attached regulations and the information will be 
of assistance to your committee. 
Sincerely yours, 
Roger W. Jones, 
Assistant Director. 


CHANGES IN 





EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed in 
black brackets, and new matter proposed to be added shown in italic: 


Section 456 or TitLe 28, Unitep States Cops 


§ 456. Traveling expenses of justices and judges. 


[Each justice or judge of the United States and each retired justice 
or judge recalled or designated and assigned to active duty shall, upon 
his certificate, be paid = the Director of the Administrative Office 
of the United States Courts all necessary traveling expenses, and 
also his reasonable maintenance expenses actually incurred, not 
exceeding $15 per day, while attending court of transacting official 
business at a place other than his official station.] 

Each justice or judge of the United States and each retired justice 
or judge recalled or designated and assigned to active duty, while attending 
court or transacting official business at a place other than his official 
station, shall be paid by the Director of the Administrative Office of the 
United States Courts all necessary traveling expenses, and also a per diem 
allowance in lieu of actual expenses of subsistence (as defined in the 
Travel Expense Act of 1949, as amended, 63 Stat. 166, 5 U.S.C. 838) 
at the rate of $12 per day or, in accordance with regulations prescribed 
by the Director of the Administrative Office of the United States Courts 
with the approval of the Judicial Conference of the United States, re- 
a for his actual expenses of subsistence not in excess of $265 

er day. 
The official station of the Chief Justice of the United States, the 
Justices of the Supreme Court and the judges of the Court of Claims, 
the Court of Customs and Patent Appeals, the United States Court of 
Appeals for the District of Columbia, and the United States District 
Court for the District of Columbia, shall be the District of Columbia. 

The official station of the judges of the Customs Court shall be 
New York City. 

The official station of each circuit and district judge, including 
each district judge in the Territories and possessions, shall be that 

lace where a district court is regularly held and at or near which the 
judge performs a substantial portion of his judicial work, which is 
nearest the place where he maintains an actual abode in which he 
customarily lives. 

Each circuit judge and each district judge whose official station is 
not fixed expressly in the second paragraph of this section shall upon 
his appointment and from time to time thereafter as his official station 
may change, notify the Director of the Administrative Office of the 
United States Courts in writing of his actual abode and his official 
station. 

O 


